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IMPERFECT COMPETITION IN THE MORTGAGE 
MARKET 


PAUL M. GREGORY 
Duke University 


The mortgage market exhibits many characteristics of monopolistic and imper- 
fect competition. This article points out the major imperfections and their 
causes, and suggests their significance for mortgage market analysis.1 The dis- 
cussion is confined to urban residential mortgages. A brief outline of the 
structure of the mortgage market introduces the main discussion. 


STRUCTURE OF THE MARKET 


The mortgage market is a specialized capital-funds market. Its analysis is 
complicated by its close relationship to other money markets and to the real 
estate market. The following paragraphs delineate the concepts of supply, 
demand and price in the mortgage market, indicate the nature of mortgage risk, 
and define the market in a geographic sense. 

(a) A mortgage loan is essentially a long-term contract. The chief sources 
of mortgage funds (aside from individuals) are building and loan associations, 
savings banks, insurance companies, and other similar institutions. In most 
communities, the supply of mortgage capital depends ultimately on the volume 
of long-term savings.? However, the proportion of total (institutional) savings 
devoted to mortgage loans depends on statutory and voluntary investment 
restrictions. The former usually permit a maximum percentage of funds (e.g., 
60 to 80 per cent of deposits) to be invested in mortgages, while the latter are 
based on the relative safety, liquidity, shiftability and yield of mortgage loans 
and other investments. The minimum supply-price of mortgage capital from 
each lender includes the cost of attracting the funds,’ the cost of making and 
servicing the loan, and compensation for risk. The latter cost frequently takes 
the form of statutory additions to reserves or surplus, and in the case of insured 
mortgages, it amounts to a premium of } per cent paid by the lender to FHA. 

The demand for mortgage capital grows largely out of the demand for home 


1 I wish to acknowledge the gracious comments of my colleagues, Professors J. J. Speng- 
ler and W. J. Eiteman. 

2 In 1942, the nearly 20 billion dollars of mortgage loans outstanding on 1- to 4-family 
nonfarm houses were held as follows: savings and loan associations, 22.92 per cent; life in- 
surance companies, 11.32 per cent; mutual savings banks, 13.56 per cent; commercial banks, 
12.45 per cent; Home Owners’ Loan Corporation, 7.78 per cent; and individuals and others, 
31.88 per cent. Computed from data in FHLB Review, September 1943, p. 355. 

3 Dividends paid to depositors, shareholders or policyholders, or opportunity cost in the 
case of an individual lender. 
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ownership, and may therefore be considered either a joint or a derived demand. 
It will usually vary with the volume of residential building construction and 
with the volume of house purchases. However, the dollar value of new con- 
struction and of real estate transfers does not constitute a measure of the demand 
for credit. Only a portion of the appraised value of a residential property is 
customarily loaned, and in the case of financial institutions this portion is limited 
by legal restrictions. Outside of legal restrictions and investment decisions, 
the basic factors affecting the demand for loans are those which influence the 
demand for real estate, and are hence largely external to the influence of the 
lender. Increasing employment, rising wages and salaries, increasing popula- 
tion, rising marriage rate, and “‘undoubling,”’ or decreased sharing of dwellings 
increase the direct demand for home ownership’ and the indirect (derived or 
joint) demand for mortgage capital. The reverse is not always true, however. 
Before amortization became popular, declining employment and incomes swelled 
the demand for mortgage credit in times of depression, as borrowers unable to 
pay off mature loans were refinanced, or as home-owners mortgaged their prop- 
erty in order to meet other financial obligations. 

The price of mortgage capital (effective interest rate) includes the contract 
interest rate and all incidental charges. The monthly or periodic cost of borrow- 
ing depends also on other terms of the contract, such as length of maturity and 
provisions for repayment and prepayment. Ideally, the (effective) mortgage 
rate should act as an equilibrator of supply and demand and a partial regulator 
of the rate of residential building construction, but, as is indicated below, mort- 
gage rates have failed to perform these functions in the past. 

(b) The mortgage market is affected by the persistence of risks. The lender’s 
risk is the chance of losing part or all of his principal or the risk of a reduced 
yield on the investment. Careful credit investigation minimizes this risk. The 
lower the debt-value ratio, the safer the loan in event of foreclosure, but even 
a low debt-value ratio will not avoid all risk. An additional, but minor, pro- 
tection to the lender lies in the financial capacity of the borrower to meet a 
deficiency judgment. To some extent, lending risk has affected the pattern of 
mortgage rates in the past.?. Recent developments such as mortgage insurance 
and amortization, and more rigorous credit standards, reduce, but do not elimi- 
nate these risks. 


4 Typical debt-value ratios have increased from 50 per cent or 60 per cent before 1932 to 
over 80 per cent. Other things remaining unchanged, rising debt-value ratios increase the 
demand for first mortgage credit, but decrease the demand for junior loans. 

5 See A. M. Weimer and H. Hoyt, Principles of Urban Real Estate (New York, 1939), p. 
137. 

6 See American Institute of Banking, Home Mortgage Lending (New York, 1938), pp. 
110-120. 

7 Sample investigations reveal some correlation between high rates and delinquency of 
borrowers, especially in the case of junior loans made by individual lenders. See Bureau of 
Foreign and Domestic Commerce, Financial Survey of Urban Housing (Washington, 1937, 
hereafter cited as Financial Survey), passim; and P. M. Gregory, The Worcester Mortgage 
Market (unpublished dissertation, Clark University, 1942), pp. 302-4. 


af 

is, 
¢ 
* 


IMPERFECT COMPETITION IN MORTGAGE MARKET 277 © 


The borrower risks default and consequent loss of his equity. While no bor- 
rower should undertake financial obligations which he cannot hope to discharge, 
the vagaries of the business cycle may cause an unpredictable loss of borrower 
income and thus imperil the entire equity which the ‘‘owner” has built up. 
The risk of losing his equity is, of course, an incentive not to default. However, 
borrower losses have been heavy in past depressions, and it was considered good 
social policy to relieve the burden of such debt through the operations of the 
HOLC. Better financing terms and credit investigations today mitigate bor- 
rower risks, but do not extinguish them. On the other hand, the very liberality 
of credit terms may induce overborrowing—despite rigorous credit examination 
—and thus greater risks may be revealed by the next major depression, unless 
that depression should arrive after amortization had substantially reduced out- 
standing obligations. 

(c) Extreme geographic localization has traditionally characterized American 
mortgage finance. This was especially true of funds supplied by building and 
loan associations, savings banks, and many trust companies. Outside of insur- 
ance companies and a few large commercial banks which lent over wider areas, 
the demand for the funds of most lenders depended largely on the real estate 
market in the lender’s community. Until quite recently, most institutional and 
individual lenders were reluctant to lend or buy a mortgage upon a distant 
house, for both the collateral and the credit risk were unknown and appraisal 
of these risks was difficult. This fact impaired the marketability of mortgage 
paper and impeded the growth of a secondary market; hence, localization of the 
mortgage market was both a cause and a consequence of poor marketability of 
mortgage paper. 

In the past decade, increasing shiftability and liquidity of mortgage invest- 
ments have widened the market. FHA mortgage insurance increases the willing- 
ness of lenders to invest outside their own communities, while the rediscount 
facilities of the FHLB system reduce borrower dependence on local sources of 
capital. Amortization increases the liquidity of mortgage investments and 
induces commercial banks and other lenders to enter the market. Finally, the 
RFC Mortgage Company and the Federal National Mortgage Association now 
aid original mortgagees in selling mortgage paper to other institutions, chiefly 
insurance companies. 

Analytically, we may distinguish the primary from the secondary mortgage 
market. The primary market is local in scope, depends on the local real estate 
market for its demand for capital, and depends on local financial institutions 


8 The Census of 1890 revealed that nearly one-half of all the mortgages in the counties 
examined were held by residents of the same respective state, the rate of interest on urban 
mortgages with the same apparent security was twice as high in some parts of the country 
as in other areas, and this wide discrepancy in rates (especially on small loans) indicated 
the highly restricted geographic mobility of mortgage capital. D.M. Frederiksen, ‘“‘Mort- 
gage Banking in America,’ Journal of Political Economy, II, March 1894, pp. 227, 209 and 
221. In 1929, almost 18 out of 25 billion ‘dollars of nonfarm mortgage loans originated in 
the locality of the borrower. J. H. Gray and G. W. Terborgh, First Mortgages in Urban 
Real Estate Finance (Washington, 1929), p. 6. 
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and individuals for its supply of funds. The secondary market is superimposed 
upon the primary market whenever banks or other mortgagees lend upon or buy 
mortgages upon properties in outside communities (thus increasing the demand 
for their funds beyond the requirements of local real estate) and whenever local 
lenders sell mortgages on local properties to outside investors (thus bringing in 
capital from outside the community). Bank borrowing on local mortgages may 
have the same effect as selling them; outside capital is brought in, and these 
banks can lend more than they otherwise could. A lender may require only 
a small revolving fund to make many mortgage loans, if the latter are used as 
collateral for loans (e.g., from a Federal Home Loan bank), or are rapidly sold, 
the bank retaining an adequate servicing fee. 

Although the developments outlined above have reduced the extreme locali- 
zation of mortgage funds, the secondary market is still restricted in scope and 
does not yet characterize American mortgage finance. Much new real estate 
financing and the bulk of outstanding mortgage loans remain outside the insured 
mortgage system and the FHLB system, and such mortgages continue to com- 
mand a rclatively narrow market. The growth of a secondary or nationwide 
market is gradually eliminating many of the earlier weaknesses in mortgage 
financing, but progress is retarded by several of the imperfections discussed 
below. 


THE IMPERFECTION OF THE MARKET 


The mortgage market is extremely imperfect. Mortgage loans, with the 
collateral behind them and the services surrounding them, are highly differen- 
tiated. The number of institutional lenders in most communities is so small 
that the actions of any one will seriously affect the policies of the others. There 
is a dearth of relevant market information on the part of borrowers, and lenders 
are not always fully aware of lending risks or of the actions of rival lenders. 
Neither lenders nor borrowers are responsive tq slight changes in rates and 
terms, and the very manner of quoting rates and fees makes it difficult to com- 
pare effective rates among lenders. Finally, competition is not on a purely 
“price” basis. Advertising and sales effort play an important réle in the market, 
and features other than rates and essential terms are often emphasized. In 
short, the mortgage market is an impure and imperfectly competitive market, 
containing elements of oligopoly. 

The following sections discuss these imperfections in some detail and appraise 
their influence directly upon the volume, rates and terms of mortgage lending 
and indirectly upon the broader economy. 


I. Differentiation of the Loan 
Three main factors differentiate mortgage loans: (a) lack of standardization 
in the underlying collateral, in property risk and in credit risk; (b) lack of 
uniformity in the mortgage contract itself; and (c) variations in lenders’ serv- 
ices and in borrowers’ preferences. 
(a) The underlying mortgage collateral is unstandardized. Residential prop- 
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erties are not interchangeable and therefore cannot be graded and sold from 
samples. The real estate market is highly localized and the volume of trading 
and especially new construction exhibit severe cyclical fluctuations, which make 
sales prices poor indicators of value. Appraisal technique, although improving, 
is still rudimentary. It is even more difficult to estimate the future value of 
residential properties. Two nearly identical houses in different cities, or even 
in the same city, may become obsolescent at highly different rates, because of 
changes in the economic or physical background of the cities or neighborhoods 
where they are located.’ These long-run changes are largely unpredictable, 
although techniques are gradually being developed to estimate future property 
risk. 

To guard against the possibility of foreclosure, lending institutions appraise 
the credit risk of the borrower. Borrowers differ in present income, assets, 
debts, reputation, reliability, ambition and character; their future earning power 
is often unpredictable; and they react differently under adverse economic con- 
ditions. Recent attempts to standardize credit-rating procedure have not yet 
eliminated this risk. 

(b) Lack of uniformity in collateral and in lenders’ estimates of property and 
credit risk is reflected in the terms of the mortgage contract; hence the instru- 
ment itself is unstandardized. Lenders vary the debt-value ratio in order to 
protect themselves against varying property risks. Some vary the contract rate 
of interest according to the estimated credit risk, although this practice is 
becoming less frequent. Mortgage contracts differ in maturity, in provisions 
for amortization, in service charges, and in numerous other respects. The rights 
and responsibilities of the contracting parties, and the costs of foreclosure, vary 
among the states. All these factors affect the quality of the mortgage and 
make each contract a unique instrument. Under these circumstances, mortgages 
are not interchangeable and are poor in marketability. 

(c) Even if the mortgage contract and the underlying collateral and risks 
were perfectly standardized, borrowers and lenders still would not be paired at 
random. The circumstances under which the loan is negotiated lead to borrower 
preferences for specific lenders. The mortgage loan is a long-term contract, 
which implies a continuing relationship between borrower and lender. A bor- — 
rower’s decision to deal with a specific lender may be influenced by “‘free services” 
connected with the loan, such as architectural or legal advice, or other services 
affecting price and terms slightly, if at all. Reputation and prestige, conven- 
ience and accessibility of the bank, the personality of its officers, the borrower’s 
hope of strengthening his business contacts, and other general factors surround 
the sale of mortgage capital and make each transaction unique. 

Because of the three factors discussed above, mortgage lenders sell highly 
differentiated “products” and mortgage borrowers are not motivated solely by 
rational consideration of price and terms. Each mortgage lender therefore 
enjoys a degree of monopoly power. Slightly higher interest rates or slightly 


9 See H. Hoyt, The Structure and Growth of Residential Neighborhoods in American Cities, 
Washington, 1939. 
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unfavorable terms will not cause all borrowers to seek other lenders, nor will a 
reduction in rates or more favorable terms bring to a lender an infinite demand 
for his mortgage funds. The demand curve for the mortgage capital of each 
lender is tilted, or less than perfectly elastic, and the price policy of each lender 
will vary according to circumstances outlined above. 

In the past decade, government agencies have made an approach toward 
mortgage standardization. FHA is developing standard methods for appraising 
both property and credit risks, and these techniques are rapidly spreading to 
private lenders, insured and uninsured. The FHLB system, while not stand- 
ardizing the mortgage loan itself, promotes uniformity of lending institutions 
and practices, through central reserve facilities and standardized national char- 
ters for local credit institutions. Variations in lenders’ rates and terms are 
diminishing, under the impact of government publicity and price leadership. 
Although FHA and the FHLB system have reduced somewhat the differentiation 
of the mortgage lender’s ‘‘product,” lenders’ services in connection with the 
loan still vary considerably, and borrowers’ preferences for specific lenders have 
not been and probably cannot be eliminated. As property appraisal and credit- 
risk analysis improve, competition among lenders may be forced into “price” 
rather than “quality” channels. Nevertheless, important differentiations per- 
sist, and they help explain many phenomena observed in the mortgage markets 
of the United States. In the absence of strict government control, lenders will 
continue to vary lending terms to secure a competitive advantage without a 
concession in interest rates. 


IT. Lack of Market Information 


Imperfect knowledge continues to bedevil borrowers and lenders. The elas- 
ticity of a borrower’s demand for loans at his own bank is diminished by his 
ignorance of other sources of funds and by the ignorance of other banks con- 
cerning his credit worthiness.!° In his financial innocence, the average borrower, 
negotiating a mortgage loan once, or at most, only a few times during a lifetime, 
is confronted by a confusing variety of lending terms. This, plus the confidential 
nature of the transaction, discourages borrower comparisons among lenders and 
facilitates the practice of discrimination. In different cities, in different banks 
in the same city, and even at the same bank, different borrowers may pay 
different rates, even on loans of the same size and maturity and with apparently 
the same degree of risk involved." Analysis of 4,329 loans outstanding in the 
mortgage portfolio of a single mutual savings bank revealed a range in contract 


10 See L. V. Chandler, ‘‘Monopolistic Elements in Commercial Banking,’’ Journal of 
Political Economy, XLVI, February 1938. 

11 See W. W. Riefler, Money Rates and Money Markets in the United States (New York, 
1930) Chapters IV and V, for a discussion of rate differentials on customers’ loans; Chandler, 
loc. cit., p. 6, for an application of these differentials to commercial banking; and the Finan- 
cial Survey, passim., for data on geographic and intra-city differentials in mortgage interest 
rates. 
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interest rates from 0.25 to 6 per cent. Some of these differentials can be ex- 
plained by differences in risk, maturities, and expenses incident to the loan; 
others must be ascribed to differences in the alternatives available to customers, 
differences in bargaining power, and to sheer ignorance on the part of some 
borrowers. 

Discrimination may be greater than that indicated by nominal interest rates 
when lenders render free services or compute interest in a manner favorableto 
some borrowers and not to others. The complex nature of the transaction makes 
it easy to overcharge the borrower without his knowing it. Aggressive sales- 
manship or emphasis on one out of the many terms involved may induce a 
borrower to accept a loan on terms higher than he need pay. This is especially 
the case with small loans made to timid or ignorant borrowers." 

Amortization makes it difficult for some borrowers to distinguish between 
interest charges and repayment of principal. For example, if total monthly 
carrying charges are $40, during the early months the greater part of this amount 
will consist of interest and a smaller portion will be applied to principal reduction. 
As the loan matures, the same monthly charges are paid, but a larger proportion 
goes to reduce the outstanding balance, and a smaller proportion for interest. 
Most borrowers do not know how to figure the actual rate they are paying on 
their declining balances. Nor are they interested, in many cases, for advertising 
and sales effort persuade borrowers to think only in terms of total monthly 
carrying charges, and to give little attention to how long they run.“ The per- 
sistence of borrower ignorance implements the differentiation in loan terms and 
maintains an important element of market imperfection. 

Lenders’ ignorance likewise reduces the alternatives available to borrowers. 
The inability of lenders to appraise and forecast lending risks may cause them 
to overrate the risk of a specific loan and to load the price to the borrower, in 
an attempt to cover not only known risks but also contingent risks. Should a 
borrower wish to take advantage of lower rates or more favorable terms at a 
different bank than that which he habitually patronizes, the former must usually 
make a special credit investigation and shift the cost to him. Moreover, a 
borrower may jeopardize his standing at his own bank by attempting to deal 
with a different bank. 

In appraising credit risk, most institutional lenders, if they have previously 
done business with the applicant, will refer to their files for relevant data. Such 
information is not available to every lender in the market, as it would be on an 


12 Right per cent of the total loans (by value) carried rates under three per cent, repre- 
senting loans technically in default but still carried on the books. Even disregarding these 
loans, considerable rate variations remain. For original data, see Commonwealth of Mas- 
sachusetts, Annual Report of the Commissioner of Banks, (Public Document No. 8, hereafter 
cited as Annual Report) 1940, Part I, p. 258. 

13 See Gray and Terborgh, op. cit., pp. 12, 16. 

14 By lengthening maturities (e.g., 25 years instead of 15 years), monthly charges can be 
reduced almost indefinitely, but the total debt burden increases and is felt for a longer 
period. 
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organized exchange. This fact reduces the ability of lenders to bid for the 
choicest loans, and, as stated above, it deprives the borrower of the opportunity 
to negotiate a loan at an institution where he is not so well known. 

Each institutional lender, moreover, has ‘‘connections’” with local realtors, 
contractors and builders, from whom “inside” information is received on pro- 
spective home builders or purchasers. This often results in a sort of “corner” 
on part of the market, for borrowers on houses erected by a certain contractor, 
or sold by a certain realtor, will be directed to the bank maintaining friendly 
relations with that contractor or realtor. Lending institutions compete vigor- 
ously to build up and maintain inside connections with contractors who cannot 
only bring mortgage business to the bank but can also supply pertinent informa- 
tion concerning the borrower. Moreover, lending institutions often have build- 
ers and realtors on their boards of directors. As a result, market information 
is not diffused among all lenders. 

Recent years have witnessed considerable publicity in the mortgage market. 
FHA and FHLB advertising has familiarized many prospective borrowers with 
available rates and terms. The borrowing public is gradually learning that the 
terms of the contract aside from the interest rate (the maturity, amortization 
features, debt-value ratio, etc.) all have a bearing on the total cost and the 
monthly cost of a mortgage loan. Bankers are becoming educated to the possi- 
bilities of lending under terms they would not have contemplated a few years 
ago. FHA research in mortgage-lending risk is of advantage not only to FHA 
in its own underwriting operations, but is made generally available to approved 
lenders who may use it in their own property and credit analyses. Publications 
such as FHA’s Insured Mortgage Portfolio and the FHLB Review have developed 
into forums where lenders can discuss all phases of mortgage lending and can 
pool their experience, and where statistical and analytical studies can be pre- 
sented. In some respects, however, the spread of market information, especially 
among borrowers, is not so complete as it appears at first blush. This is dis- 
cussed below under “advertising and non-price competition.” 


IIT. Oligopoly in the Mortgage Market 


The localization of the sources of mortgage funds'® makes most borrowers 
depend on individual or institutional lenders in their own commuiity. Although 
the number of lenders in any area is usually large, the bulk of mortgage lending 
in most communities is done by a few institutional lenders.'7 This fact limits 


18 There appears to be considerable exchange of credit information among mortgage 
lenders, but where such exchange does take place, it is likely to be a device to prevent bor- 
rowers from “‘shopping around” and “playing off’’ one bank against another. 

16 See note 8 and text, above. 

17 In Worcester, Mass., for example, 65.7 per cent of all residential mortgage loans made 
(or refinanced) during 1940 were made by five mutual savings banks and one Federal savings 
and loan association. The latter institution alone wrote 37.6 per cent of the total. Greg- 
ory, op. cit., p. 45. 

Up to January 1, 1937, FHA modernization and repair (Title I) loans were financed by 
6,399 institutions, but 58 per cent of all the business was done by 59 institutions (less than 
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the competitiveness of the market. If each city contained numerous institu- 
tional lenders, each supplying an infinitesimal part of the market and each 
competing for the patronage of the same group of local borrowers, each lender 
might profitably cut rates in order to attract business away from competitors, 
for the loss by any one competitor would be far smaller than the gain accruing 
to the rate-cutter, and retaliation would not ensue. Since each lender would 
neglect the effect of his own policies on the rates charged by competitors, rate- 
cutting might become general under certain conditions, and the modal price 
finally arrived at might not be far above the rate which would prevail in a purely 
competitive market. Similar results might follow if—despite fewness of lenders 
in each community—the secondary market should become sufficiently important 
so that borrowers are no longer dependent on local sources of credit. 

When a mortgage lender’s chief competitors are few, the loss of business by 
the latter will probably be sufficient to cause retaliation against the rate-cutter. 
Under existing conditions of oligopoly in mortgage-lending, each lender con- 
siders carefully his rivals’ reactions, and usually refrains from cutting rates to 
stimulate borrowing. A substantial reduction in rates by one lender is generally 
considered “‘unethical” by rival lenders, because it necessitates some adjustment 
in the rate policy of the latter group. 

The following table shows that the modal rate on outstanding loans is the same 
in four out of five savings banks in the same city, although average rates differ 


TABLE I 


AVERAGE AND Mopat Rates on MortcGaGeE Loans OUTSTANDING IN Five Mutvuat Savines 
Banks, Worcester, Mass., Ocroser 31, 1940* 


INSTITUTION AVERAGE RATE MODAL RATE 


* Weighted averages and modal rates computed from data in Annual Report, 1940, Part I. 


because each bank’s mortgage portfolio contains a different proportion of loans 
carrying rates lower or higher than the modal rate. On new loans, both the 
average and the modal rates are undoubtedly more uniform for all banks. 


one per cent of all lenders) and 82 per cent by 533 lenders (or a little over eight per cent of 
all lenders). A.M. Weimer, ‘‘The Work of the Federal Housing Administration,” Journal 
of Political Economy, XLV, (August 1937), p. 472. Of the institutions actively making 
FHA loans in 1936, about 60 per cent made 10 loans or less, 25 per cent made 10 to 50 loans, 
about 5 per cent from 50 to 100 loans, and less than 4 per cent of lenders made over 500 
loans each. Weimer adds, significantly: ‘“‘In view of the concentration of banking reserves 
it is natural that the mortgages insured by the FHA are found in the portfolios of a small 
number of institutions.’”’ Jbid., p. 479. 
18 For a discussion of oligopoly in commercial banking, see Chandler, loc. cit., pp. 7-10. 


284 PAUL M. GREGORY 


The uniformity of modal rates among the major lenders does not indicate lack 
of rivalry. Competition among mortgage lenders in the same community is 
often intense, but it takes the form of competitive advertising, sales pressure, 
and variation in “loan plans,’ rather than of rate-cutting. 

When there is a small number of lending units, each supplying a substantial 
portion of the local market, each lender becomes particularly anxious to retain 
his existing borrowers, as well as to gain new business. Since the total demand 
for new loans in any community is not unlimited, a single bank, in order to 
expand its mortgage portfolio appreciably, may attempt to take existing business 
away from rival lenders.!® For some banks and insurance companies, a typical 
procedure, as described by a state banking official, is to 


... Search the records of the Registry of Deeds and take off a list of residential mortgages 
that are held by other banks. These mortgaged properties are then examined and credit 
reports are obtained on the respective owners. Out of the larger list is culled a carefully 
selected group of mortgages that any bank would be glad to have. The property owners 
are then solicited to change their mortgages, with the inducement of a lower rate of 
interest. If the change is made, there is often concealed in the new mortgage some sort 
of penalty clause which will effectively prevent the owner from making a further change. 

These practices result in draining away from the raided banks their best mortgages— 
perhaps those which have been carried through an amortization period until they are 
down to an especially attractive risk. . . . [Such practices inaugurate] . . . an unrestricted 
price warfare whose resultant reprisals will engender ill feeling and friction, and might 
drive the victim banks into making undesirable and perhaps unsound loans as their only 
means of finding investment outlets.” 


Unlike the condition that would prevail in a purely competitive market, one 
lender of mortgage capital could not expand his “output” appreciably without 
treading on the toes of rival lenders, who—because few in number—would feel 


19 This is especially true when new lenders enter the market. During their first few years 
of operation, much of the business of Federal savings and loan associations necessarily 
consisted of refinancing mortgages other than their own, and thus the portfolios of compet- 
ing local lenders were directly affected. The establishment of Federal associations after 
1933 elicited much protest from older mortgage lenders, especially in New York State and 
Massachusetts, where mutual savings banks were well entrenched in the mortgage-lending 
business. 

The FHLB Board is instructed by law to refuse a charter for a new lending institution “‘if 
one or more properly conducted local thrift and home-financing institutions is then in ex- 
istence.’? Home Owners’ Loan Act, approved June 13, 1933 (73rd Cong., Ist Sess., Public 
Document No. 43). 

20 From ‘‘Modern Banking in a Changing World,” an address by Joseph Earl Perry, Com- 
missioner of Banks, Commonwealth of Massachusetts, reported in The Savings Banker, 
XIX, October 1940, p. 4. , 

Similar “‘raiding”’ of the best HOLC loans by private lending institutions has been 
vealed by Commissioner Fahey. The result is to weaken HOLC by leaving it with the 
poorer risks (thus increasing the Government’s loss and retarding final liquidation of that 
agency) and to burden borrowers who are induced to refinance for larger amounts, with 
longer maturities, and sometimes at higher interest rates. J. H. Fahey, ‘‘ Refinancing 
HOLC Loans—A Statement of the Problem,’’ FHLB Review, January 1943, pp. 98-9. 
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this competition keenly and would feel impelled to retaliate. However, several 
factors inhibit the “unrestricted price warfare’ envisioned by the bank com- 
missioner, and canalize competition into nonprice forms. Were it not for a fear - 
of “spoiling the market,’ a fear of retaliation, and the persistence of conserva- 
tive banking traditions among many mortgage lenders, a condition of ‘cut-throat 
competition” might arise in the mortgage market as it has in several other 
imperfectly competitive markets. 

Although fewness of lenders tends to discourage rate reductions, this does not 
mean that identical mortgage rates are charged by all lending institutions. 
There has always been, and to a large extent there still is, a wide variation in 
rates charged by different types of lenders in the same city. To some extent 
these differentials are due to differences in risk or in the cost of lending resulting 
from differences in operating expenses or cost of attracting capital. And to 
some extent, rates vary because lenders sell different ‘‘products.” For example, 
the share-accumulation plan of savings and loan associations and co-operative 
banks makes possible a higher rate than that charged by mutual savings banks, 
because the relatively high dividend rate paid to shareholders in the former 
institutions narrows the spread between the savings and borrowing rates and 
thus reduces the effective rate to those borrowers who are also shareholders. 
In this case, the savings and loan association is selling not simply a loan, but a 
loan combined with a planned thrift account. 

The problem is further complicated by the adjustment of risks to rates charged. 
A substantial reduction in rates by one bank might not be considered by other 
banks as a competitive move, if it resulted in the former bank’s rationing its 
capital and accepting only the choicest risks at the low rate, leaving the bulk 
of the market to the other banks. Nor would an increase in rates eliminate a 
lender from the market or even reduce his business appreciably, if he were able 
to attract the poorer risks who would not be able to borrow at all at the more 
typical rates. Thus a fall in rates charged by savings banks would not neces- 
sarily cause credit unions or individual lenders to reduce their high rates. 


21 Mortgage lenders have definite ideas about a ‘‘proper’’ mortgage rate, and below this 
conventional rate their liquidity preference rises, especially if the future trend of interest 
rates is uncertain. Cf. J. M. Keynes, The General Theory of Employment, Interest and 
Money, (New York, 1936), pp. 202-4. For example, if mortgage loans were made at very 
low rates in line with an official cheap money policy, and this policy were to be reversed (say, 
by a new administration in Washington), lenders would find it difficult to increase rates on 
existing loans, which are long-term contracts. In this connection, the experience and 
reasoning of the British building societies is interesting. See W. F. Stolper, ‘‘ British Mone- 
tary Policy and the Housing Boom,” Quarterly Journal of Economics, LVI, 1, Part II (No- 
vember 1941), esp. pp. 56-9. 

22 In Worcester in 1925, a weighted average of contract rates on loans held by trust com- 
pany savings departments was 6.72 per cent, as compared with 5.94 per cent in mutual sav- 
ings barks. In 1940 these rates were 5.23 per cent and 4.86 per cent, respectively. Effec- 
tive rates exhibited even greater variation. Gregory, op. cit., p. 286. 

23 The original rate reduction would be most keenly felt by banks catering to the same 
type of borrower, and these banks, also desiring the choicest risks at low rates, might re- 
taliate by reducing their rates, or, more likely, by increasing their advertising expenditure. 
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Various types of lenders really lend in different “‘sub-markets,” the credit union 
and the individual lender often catering to poorer credit risks whose loan appli- 
cations would not be entertained by a savings bank or commercial bank. 

Oligopoly combined with differentiation of the loan therefore permits greater 
variation in rates than oligopoly with a standardized loan, for differentiation 
implies a weakening of competition and a widening of the sphere within which 
a single lender can vary his rate policy without attracting reprisals from rival 
lenders. However, rate differentials cannot grow too large without inviting 
retaliation. If, for example, one lender were to reduce rates substantially (say, 
by one per cent), he might attract considerable business, other things being 
equal, and rival lenders might be forced to follow suit. A smaller rate reduction 
(say, by } of one per cent) might result in no retaliation, since the additional 
business gained by the rate-cutter, and hence the business taken from its rivals, 
would probably be small. 

The actual and potential number of institutional mortgage lenders is being 
increased through government efforts to widen the areas over which mortgage 
funds are available. The Federal Home Loan Bank System has stimulated the 
growth of Federal savings and loan associations in many localities. Insurance 
of mortgages by FHA and establishment of the Federal National Mortgage 
Association has enhanced somewhat the marketability of mortgages and has 
induced many commercial banks and insurance companies to enter the mortgage 
market. Commercial banks, which had formerly considered mortgages risky 
investments for demand deposits, were urged before the war to invest in insured, 
amortized mortgage loans.* These policies will not eliminate oligopoly from 
the mortgage market, but they do tend to increase somewhat the number of 
institutional lenders, and to widen borrowers’ possible alternatives among lend- 
ing institutions. 

IV. Advertising and Non-Price Competition 


In earlier years mortgage advertising was relatively simple. Following the 
conservative banking tradition, it merely informed prospective borrowers that 
credit was available. In recent years, however, mortgage advertising has been 
both informative and manipulative. For lenders who compete through low 
rates and favorable terms, advertising serves to call attention to that fact.* 
With the majority of lenders, however, advertising emphasizes factors other 
than rates and terms. Most advertisements seek to build goodwill and to 
stimulate the demand for the funds of a specific lender, although recently there 
has been some co-operative advertising by groups of lenders. 


24 The potential number of lenders has been increased by revision of legislation providing 
that FHA-insured mortgages may be accepted as collateral on loans from Federal Home 
Loan Banks and Federal Reserve Banks. 

2% The FHA 4} per cent (net) interest rate is featured in numerous advertisements. A 
few institutions offering rates below this FHA maximum publicize that fact. For example, 
the Bowery Savings Bank in New York heads one of its advertisements ‘“‘See How You 
Save When You Finance Your Home With a Bowery 4} per cent FHA Mortgage,”’ and then 
explains how that rate, in contrast with a 44 per cent rate, saves $210 in interest on a $5,000, 
25-year mortgage. Insured Mortgage Portfolio, March 1940, p. 10. 
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Mortgage lenders now use advertising media formerly eschewed by them. 
Direct-mail advertising, distribution of printed literature, billboards, streetcar 
cards, radio announcements and programs, house-to-house canvassing, and even 
moving pictures have been used to dramatize the blessings of borrowing. When 
compared with advertising of patent medicines, drugs and cosmetics, mortgage 
advertising is on a high ethical plane. Yet it often contains an emotional appeal 
and there is always the danger that high-pressure salesmanship and advertising 
may induce overborrowing. 

Related to advertising, yet distinct from it, are several other methods of 
stimulating demand. Free legal assistance, architectural advice and appraisals 
build goodwill and attract borrowers to specific lenders, but eventually rival 
lenders retaliate, the free services become accepted in the market, and borrowers 
expect to receive them. In recent years the growing rivalry among lenders has 
forced them to give many free services for which there was formerly a service 
fee. If the free services reduce the total (effective) cost of the loan to the bor- 
rower, they may be classed as an indirect price reduction.“ But if they are 
frills not essential to the transaction, they may be used to divert the attention 
of the borrower from the specific contract terms which govern the total cost of 
the loan to him. The latter type of ‘free service” is an element of nonprice 
competition, which, like some advertising, is designed to stimulate demand for 
loans without making a concession in rates or terms. In addition to “free 
services,” nonprice competition includes all references to the age, reputation, 
and soundness of the lending institution. The great prestige of some financial 
institutions—implemented by advertising—serves further to differentiate the 
loan transaction. 

Government agencies have stimulated mortgage advertising. FHA offers 
lenders a wide variety of advertising material, emphasizing the low initial and 
monthly payments, the moderate interest rates and financing charges, and the 
protection afforded in design, construction and location. The lending institu- 
tion is left free to suggest to the borrower the particular FHA financing plan 
which seems best adapted to his needs. Similar advertisements feature loans 
for modernization and refinancing, and, with the virtual cessation of nonwar 
residential construction and the shortage of fuel oil in some areas, Title I loans 
have been emphasized for conversion of existing properties to accommodate war 
workers, for repair, maintenance and insulation, and for conversion of oil burners 
to the use of other fuels.” 

Any appraisal of current mortgage advertising must consider jointly the 
efforts and results of government agencies and of private lending institutions. 
This advertising is essentially a device to stimulate demand for home ownership 
and for credit, rather than a true educational campaign. The benefits of home 


26 Unlike some free services, longer maturities and more favorable amortization pro- 
visions are not an indirect price cut, for they do not reduce the total cost of the loan (see 
note 14, above). But they do increase the convenience of repayment, and this is a service 
which may be worth paying for. 

37 Insured Mortgage Portfolio, February 1940, pp. 3-4, 21; April 1940, p. 28; May 1940, 
p. 28; Third Quarter, 1942, pp. 13-15, 51. 
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ownership are emphasized, but the disadvantages for families of moderate in- 
come are generally minimized or omitted altogether. There is no counter- 
advertising explaining the disadvantages of home ownership and long-term 
financial commitments, for no institution or individual has a sufficient financial 
interest in discouraging borrowing by spreading such information. 

The effectiveness of any advertising campaign depends largely on the ‘‘expan- 
sibility”’ of demand” for the commodity or service advertised. During the late 
thirties, with a large, untapped market for home ownership among families of 
moderate income, mortgage advertising campaigns were in a stage of “increasing 
returns.” This will probably be the case for a few years after the war, as the 
backlog of unsatisfied demand for home ownership makes itself felt. As long 
as the total demand for loans in a community can be expanded, most lenders 
are willing to co-operate with rival lenders and with FHA (or with FHLB, in 
the case of savings and loan associations), for each can be reasonably assured of 
receiving a share—although not necessarily a proportionate share—of the new 
business. As boom conditions develop and the market approaches saturation, 
however, we might expect to find less co-operative advertising and more attempts 
to create borrower preferences for the loans of specific lenders. As good loan 
prospects become scarce, mortgage advertising may become more manipulative 
and less educational, as each lender tries to divert business from his rivals. 
At this point, the Federal government’s advertising might become the only 
institutional advertising in the market, since the government (through FHA, 
the FHLB system, and any future agencies which may be created) is interested 
in selling the idea of home ownership, stimulating the building industry, and 
finding outlets for bank funds, and is presumably not concerned with the allo- 
cation of mortgage demand among rival lending interests. 

The effect of government advertising on the competitiveness of the mortgage 
market is not clear-cut. Granting that advertising is incompatible with pure 
competition,”® it does not follow that, in a market which is imperfect in the first 
place, an increase in advertising will make the market more imperfect. For 
reasons mentioned earlier in this article, the mortgage market is and always has 
been “imperfect” and “impure” on a great many counts, and would be so even 
in the complete absence of advertising. By itself, advertising seldom creates 
monopolistic elements, but it often implements and strengthens such elements 
as do exist, such as differentiation arising out of the nature of the loan trans- 
action, or prestige of the lending institution. The spread of advertising to all 
competing lenders in a community (except some individual lenders) may force 
each lender to compete more vigorously on the basis of rates and terms. The 
general spread of advertising engendered by government activities may thus 
break down the semi-monopolistic condition that exists when only one or a few 


28 The extent to which the demand curve can be shifted to the right, regardless of its 
elasticity. See N. H. Borden, The Economic Effects of Advertising (Chicago, 1942), esp. 
pp. 164-5 and 423. 

29. H. Chamberlin, The Theory of Monopolistic Competition (Cambridge, 1933), Chaps. 
VI and VII, esp. pp. 127-8 and 174. 
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of the lenders in a given market advertise. It is possible for a factor of market 
imperfection, such as advertising, to become a competitive force, if it is suffi- 
ciently generalized among all lenders. Since FHA makes its advertising copy 
available to all insured lenders at little or no cost (and the FHLB system does 
the same for its members), the ability of a lender to attract business does not 
depend so greatly on the amount of money it can afford to spend on advertising. 
From the lender’s standpoint, this tends to increase the competitiveness of the 
market. On the other hand, the growth of advertising swells the final cost of 
the loan to the borrower, for it must be paid for either by the lending institution, 
or by the FHA or FHLB, and in any case it is included in the expenses of lending. 
(If government mortgage advertising were subsidized by the Treasury, the tax- 
payers would then bear the burden.) This would not be the result under con- 
ditions where advertising stimulates large-scale borrowing and thereby lowers 
lending costs by an amount equal to, or greater than, the costs of advertising. 
But mortgage advertising must be adjudged a social waste when the money 
market is tight, when a real estate boom is in full swing, when war-time restric- 
tions prevent the expression of demand for house construction, and when, for 
any set of reasons, it does not result in an increase in total demand for loans, but 
simply in enticing borrowers from one lender to another. 

The great publicity on the part of FHA and insured lenders tends to build up 
a borrower “brand” preference for insured as against uninsured loans, although 
in many cases a borrower may be just as well off with an uninsured loan.*® 
But the very attempt to publicize insured loans results in standardization rather 
than differentiation. With prospective borrowers informed as to rates and terms 
on insured loans, it is difficult for an uninsured lender to charge appreciably 
more for an uninsured loan, or to offer significantly less favorable terms. In 
this respect, FHA advertising, designed to stimulate insured lending, may be 
making for standardization rather than differentiation, and undoubtedly the 
demand for uninsured loans is stimulated along with the demand for insured 
loans. 

Advertising has become an accepted part of the mortgage market. Any 
appraisal in terms of advertising versus no advertising is therefore of academic 
interest. Our appraisal must take cognizance of the type of advertising and 
the uses to which it is put in various phases of the real estate and business cycles. 
To the extent that mortgage advertising is truly informative and designed to 
stimulate the general demand for loans in a market capable of expansion, it may 
increase the competition of lenders. But to the extent that mortgage adver- 
tising is an attempt by one lender to take business away from rival lenders by 


30 The borrower may gain indirectly, when a lender will lend at favorable terms and low 
rates only on an insured loan, or when the lender will refuse to lend at all except on insured 
loans. Mortgage insurance protects the lender against loss through default or foreclosure, 
but it does not (and of course is not intended to) insure the borrower against the risk of de- 
fault and loss of his equity. This should be clearly pointed out in FHA advertising. 

31 Except to borrowers who cannot mect FHA’s minimum standards of collateral and 
credit risk. In such cases the higher rates and/or less favorable terms are on a “different 
commodity,’ analogous to “‘seconds”’ or “‘culls’”’ in commodity markets. 
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emphasizing nonprice features, it reduces the competitiveness of the market, by 
creating and maintaining borrower preferences. Both types of advertising now 
exist simultaneously. The extent to which one or the other is emphasized will 
depend on the lender’s estimate of the nature of demand facing him under 
various conditions. 


V. Other Imperfections 


The mortgage market suffers from other imperfections, two of which warrant 
brief mention. First, mortgage lenders do not always act independently, al- 
though outright collusion is probably rare. Lending institutions, like other 
business firms, have their trade associations which discuss common problems, 
give advice, sponsor research, and sometimes prescribe or shape policy. Much 
of the work of the Massachusetts Savings Bank Association, for example, is 
directed toward concerted action of all savings banks in the mortgage-lending 
field,*® and co-operation rather than rigorous competition among members is 
the goal. 

Second, a perfect financial market requires two-way mobility of capital. 
There must be free and easy entrance into the business and withdrawal of invest- 
ment without loss. Although it is relatively easy to begin to make mortgage 
loans, it is not so easy to withdraw without loss. For years, mortgages were 
extremely poor in marketability. Capital was thus tied up for many years and 
lenders found it difficult to take advantage of a shift in investment opportunities. 
When bond yields and rates on personal loans increased, it was difficult to liqui- 
date mortgage portfolios to take advantage of the new investment opportunities. 
On the other hand, whenever mortgage rates rose substantially, securities port- 
folios were easily and quickly liquidated and funds were directed into mortgages. 
Today the inflexibility of investment in mortgages is reduced by amortization 
and rediscounting, which increase liquidity, and by mortgage insurance, which 
increases marketability. ‘These developments have reduced somewhat the im- 
perfection of the market, but have not yet eliminated the immobility of mortgage 
funds. 


SOME CONCLUSIONS 


The significance of these imperfections is wider than most people realize. 
The relative rigidity of mortgage rates* despite sweeping changes in supply, 


32 For example, the entire 1934 convention was devoted to mortgage problems, and whole 
issues of banking journals are often devoted to such problems. See The Savings Banker, 
XIII, October 1934, pp. 9-24. 

33 This was clearly shown in my unpublished study, cited above, Chapter 6. One trust 
company savings department financed a large expansion in mortgage loans from 1923 to 
1926 by liquidating its public securities entirely, reducing its railroad bonds and notes from 
13.5 per cent to 1.0 per cent and its telephone company bonds from 1.4 per cent to 0.2 per 
cent of assets. 

34In Worcester, the modal rate on mortgage portfolios of five mutual savings banks 
changed but 3 per cent and the average rate varied only 1.09 per cent during the twenty-one 
year period 1920-40. During seventeen consecutive years (1920-36) the modal rate in four 


a 
Se 
= 


IMPERFECT COMPETITION IN MORTGAGE MARKET 291 


demand, and risk has meant that mortgage lenders vary the amount of funds on 
the market in order to maintain the price, instead of varying the price (accord- 
ing to demand conditions) and maintaining the amount.* As a result of this 
typical monopolistic policy, too much mortgage capital has been available at 
easy terms in prosperous times and has encouraged overbuilding, while too little 
capital has been available, much of it at onerous terms, in depressed periods, 
with resultant stagnation of residential. construction. Unsound debt creation 
has been encouraged by lenders in prosperous times, while many worthy bor- 
rowers have been unable to finance home ownership in periods of depression. 
Cyclical fluctuations of the construction industry have been exaggerated by the 
investment policies of mortgage lenders who sought to maintain earnings on their 
portfolios at the expense of economic stability. Mortgage rates have not moved 
in harmony with other long-term capital rates which were more subject to the 
play of supply and demand forces.* 

Government activities in the past decade have only partly remedied these 
defects. Progress is being made in standardizing mortgage loans, in reducing 
market ignorance, and in broadening the available sources of mortgage funds. 
On the other hand, although rates have fallen, they have not fallen’ as far as 
underlying supply and demand conditions warrant.*7 Borrower choices are still 
influenced by advertising and other partly emotional appeals, but of course we 
cannot expect the government to legislate away all consumer irrationality. 
Finally, the pent-up demand for home ownership and new construction after the 
war may well result in a real estate boom of dangerous proportions. Fortu- 
nately, government mortgage agencies are beginning to formulate post-war 
lending policies of a counter-cyclical nature. 


co-operative banks remained at 6 per cent and the average rate varied only 0.22 per cent. 
In trust company savings departments the modal rate changed but twice in twenty-one 
years, but the average rate varied by 1.49 per cent. Gregory, op. cit., pp. 293-7. Interest 
rates on new mortgages in New York City varied only about one per cent over a period of 
thirty years. C.D. Long, Jr., ‘‘Long Cycles in the Building Industry,” Quarterly Journal 
of Economics, LIII, May 1939, p. 397. 

35 See W. H. Newman, The Building Industry and Business Cycles, University of Chicago, 
Studies in Business Admin., V, 4, July, 1935, pp. 26, 31, 50, 54. 

3% W. H. Husband (‘‘Interest Rates for Home Financing,’’ American Economic Review, 
XXX, June 1940, pp. 278 and 284) concludes that ‘‘present rates on home loans no longer are 
the result of relatively free, unimpeded market action,’’ but are governed largely by FHA. 
(Italics mine.) But mortgage rates were never determined by ‘‘free market action.”” The 
rates how prevailing under government aegis, although not fixed competitively, appear to 
be a closer approximation to underlying supply, demand, and risk conditions than were the 
high rates of yesteryear. 

37 Although mortgage rates declined during the 1930’s, they fell less than other long-term 
money rates, and must therefore be considered ‘‘sticky.’’ For example, weighted average 
interest rates on the aggregate mortgage portfolio of five mutual savings banks in Worcester 
declined from 5.94 per cent in 1930 to 4.86 per cent in 1940. But compare the decline in yield 
on the securities portfolio from 4.96 per cent to 3.02 per cent in the same period. Original 
data in Annual Report, Part I, 1930 and 1940. 
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In its quest for an historical parallel to this age of national aspiration the world 
has often turned to the initial decades of the nineteenth century, when Europe 
fell under the hammer of Napoleon and the track of war moved in an easterly 
direction. The parallel is more striking than sagacious: when it moves beyond 
the military similarities into the social orbit it loses much of its cogency. The 
age of Buonaparte developed in a medium quite different from the fractured 
hopes, the acrid disillusionment, and the physical chaos of the years following 
the first World War—years that recovered in a welter of nationalism that evokes 
a milieu more ancient than the Napoleonic era. The Corsican and the Austrian 
received homage from individuals and groups of minds of a different caste. 
Buonaparte stood at the head of a movement that swept away the medieval 
remnants of Europe, that cast out those elements of the mercantilist system that 
had lost their pragmatic justification, and that placed Europe at the front of the 
modern stage. His victories rose on a flood of enthusiasm and vitality that was 
not theatrically generated. The conquests of France were accompanied by 
measures of economic change that induced greater mobility. Whatever the 
atavism displayed at the Congress of Vienna, the economic changes resulting 
from the French Revolution were not fundamentally altered. Britain, which 
had figured so largely in the writing of the peace, was itself in the vanguard of 
the movement toward greater economic mobility. Only two years after the 
Congress, David Ricardo published his Principles which embodied a doctrine 
of laisser faire that was to persist as the final word in the field of economics 
until almost the end of the century. 

The postwar decades of the twentieth century did not develop in a similar 
direction but rather in reverse. Even those who find meaning in the parallel 
between Napoleon and Hitler would hardly expect a German victory to usher 
in a century of laisser faire. Rather they would expect an intensification of the 
nationalistic adventures of the past twenty years. 

The primary test of the significance of historical analogy is the degree of 
specific association that can be discerned or estimated between two or more 
periods plus an estimation of the direction in which the correlated events are 
moving. To determine the significance of the correlation one may establish 
certain criteria analogous to those used in statistical analysis. The most impor- 
tant of these is a comparison of the rates of change in the movement of the two 
eras. Since most of the variates cannot be quantified the differential movement 
must be evaluated qualitatively. One may select as variates the social, political, 
and economic events that are manifested in both periods. Usually the search 
for historical parallels seeks to establish a similarity from which inferences may 
be drawn concerning identity or identical movement. An inverse relationship 
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may be posited equally well, from which inferences may be drawn concerning 
opposite movement. 

Such an analytical device suggests a more meaningful parallel between the 
present and the age of mercantilism, in particular its expression in seventeenth 
century France and England. The modern period under observation comprises 
the second and third decades of this century, and excludes, for reasons of sim- 
plicity, the first and second world wars. The parallel posited may suggest an 
evaluation of the several alternative hypotheses that have been advanced to 
explain the present age as a “bureaucratic society,” a “managerial society,” or 
as a “barracks state.” Analogous treatment is confined to economic variates, 
although parallels may be drawn in social and political spheres. 


I 


The postwar years of the twentieth century are characterized by a return to 
fervid nationalism, which was expressed initially in designs for economic con- 
struction and stability and latterly in febrile power aspirations. When the men 
of Threadneedle Street and the Valutapolitiker of the continental central banks 
precipitated the abandonment of the gold standard by Great Britain in 1931, 
they wrote the epitaph to the nineteenth century. The age of free enterprise 
came to humiliating end in the feeble pitch of T. 8. Eliot’s Hollow Men. For 
almost a century the British empire had executed the policy implicit in Adam 
Smith’s study “of restraints upon the importation from foreign countries of such 
goods as can be produced at home,” in which one of his few explicit references 
to the harmonies of laisser faire is made. When Britain fell before the mercan- 
tilist pressure of the twentieth century the demise of free trade was complete 
and the trend toward domestic control was accelerated. 

During the nineteenth century the economy of Britain most closely approxi- 
mated the ideal limits of free enterprise established by modern price theorists. 
In this view the economic resources of a nation are allocated to those uses which 
will produce the goods most desired by consumers in the quantities in which they 
desire them. The economic system is in equilibrium when the incremental 
utility that could be gained by transferring a factor or factors of production is 
less than the incremental utility that would be lost by the transfer. Equilib- 
rium is struck by the independent action of individuals, each seeking individual 
gain by methods within the rules of the competitive game, and achieving an 
individual equilibrium position by equating marginal return to marginal expen- 
diture. In the absence of collusion or deception, in any of many possible forms, 
the achievement of individual equilibrium is ipso facto an equilibrium position 
for the economy as a whole. This does not mean, of course, that the best of all 
possible worlds is thereby achieved, but it does denote that under given con- 
ditions of consumer wants, resources, and the distribution of income, the eco- 
nomic system has arrived at a condition from which there is no tendency to 
depart. It should be unnecessary to stress that the mechanics of such a system 
is not confined within national political boundaries but extends to interna- 
tional economic relations as well. 
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Such a system must establish freedom as the cardinal condition of economic 
behavior. It must assume that the limits to this behavior are determined by 
the rational consent of all individuals participating in the economy, a consent 
which is expressed by either accepting the terms of the market through partici- 
pating, or rejecting them by nonparticipation. Rationality consists in the eco- 
nomical use of a limited number of means to obtain ends of primary significance 
only to the individual realizing them. The use of means for any other purpose 
is either beyond the rules of the game or is incidental to the primary acquisition. 
For most individuals, the use of resources (i.e., labor power in most instances) 
is not an end in itself or an end to anything but the acquisition of commodities 
and services for ultimate consumption. The major directive in a free enterprise 
system is the schedule of wants of consumers; these wants are freely expressed, 
and resources allocated to the production of goods which satisfy them. No 
authority, apart from the discrete expression of these wants, presumes to define 
the patterns of consumption, how goods shall be produced, or how they shall be 
distributed. 

This statement of the mechanics of general equilibrium theory is not meant 
to be a description of the British economy of the nineteenth century. The 
purpose is to set this theory in juxtaposition to the theory of mercantilism which 
follows. Whether or not the assumptions of the theory of general equilibrium 
are “realistic” is a question that has no primary relevance to the problem dis- 
cussed here. It is almost a truism to say that the British economy of the last 
century more closely approximated the ideal conditions posited than did any 
other economy before or since. 


I 


Economy is an aspect of all rational behavior, that is, of all behavior which is 
consistent with the realization of a set of ends, as the means and the ends are 
understood. The behavior of mercantilists was consistent with the objective of 
national power, as the methods and the objective were understood at the time. 
It was not wholly consistent to a modern economic mind: the accumulation of 
specie, for example, is not a rational method of solving the state’s fiscal problems, 
because the commodity theory of money is today not generally accepted. By 
the mercantilist theory of the value of money (as being determined by its value 
in nonmonetary uses), the accumulation was consistent with the end in view. 
Hindsight will reveal many other irrationalities, such as the attempt to impose 
totalitarian controls over a set of resources that were not constant but were 
changing in magnitude and value. The compelling quality of Smith’s critique 
of mercantilism rests upon a superior knowledge of the nature of rational eco- 
nomic behavior, which the mercantilists of a previous century simply did not 
have and which the mercantilists of his own time, and ours, will not accept. 

The essential difference between mercantilism and free enterprise is in their 
objectives. Within these qualifications concerning rational economic activity, 
the means of each are consistent with their ends: for free enterprise the end is 
the maximization of returns to the individual; for mercantilism the end is the 
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maximization of state or national power. The methods of neither can be denied 
without denying the ends. (This again is truistic, an elementary logical con- 
sideration. But because the problem of analysis is rarely stated in such terms— 
even more rarely when matters of policy are being discussed publicly—the 
problem is not as apparent as it should be. It becomes more obscure when, 
following the form but not the content of Smith’s proposals for increasing the 
wealth of a nation, the ends are merged or mixed, and people speak of main-. 
taining free enterprise and a strong national state by methods that cannot 
possibly achieve both because their very nature makes them mutually exclusive. 
The tariff is a prosaic example.) 

The means and ends of mercantilism can be generalized to cover three his- 
torical periods within the era from 1550 to 1750. These are aggregative con- 
cepts, which are analytical rather than descriptive devices. At the close of the 
medieval period the policy was directed toward the economic development of 
the provinces, which maintained their economic autonomy at a time when their 
political sovereignty was being subordinated to the rising power of the absolute 
monarchs. The economic sufficiency was buttressed by a complex set of con- 
trols and barriers to inter-regional trade. The reduction of provincial economic 
autonomy was a victory for Colbert, manifested in his tariff reform which 
resulted in a greater mobility of factors of production and commodities and 
services within France, and was conducive to an “internal” laisser faire. This 
second period of mercantilism was the achievement of Louis XIV and his prag- 
matic ministers. The éfatism of Louis’ reign extended into cultural spheres: 
with remarkable ambivalence Colbert carried the technique of control from 
economics and politics into the arts. (This closing of the totalitarian circle has 
not gone unnoticed by modern practitioners.) The third stage was manifested 
most clearly in the field of international economic relations when the “internal” 
laisser faire was generalized into a globular concept. When Thomas Mun’s 
tract England’s Treasure by Forraign Trade was finally published, a generation 
after it had been written, the English were ready to accept a transitional move- 
ment away from the rigid prohibition of imports, the accumulation of specie, © 
etc., and toward free trade. In each period the means shifted according to the 
changing nature of the economy and according to the different forms assumed 
by the avowed objective. National power, in its generic sense, was the objective 
of economic and political policy; at any given instant, the form assumed by this 
end was a function of the set of conditions that prevailed in the world at that 
instant, and the means adopted were derived from these conditions. 

The concept of duty was important in the practice of mercantilism, and like 
the other methods utilized to achieve the objective it changed with the times. 
Duty was held to prevail in a reciprocal sense: the individual was responsible 
for serving the state, and the state was responsible for providing opportunities 
for such service. The mercantilist doctrine of duty should be distinguished 
from the concept of mutual responsibility in its most general form, which is the 
sine qua non of any form of social organization. The difference between the 
responsibility of labor under laisser faire and under mercantilism is illustrative. 
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Under the former organization, labor is a means of acquiring utility; in the 
latter it is a contribution to national power. If, in the centuries between the 
close of the middle ages and the industrial revolution, the rationale of labor was 
not stated in such terms of Realpolitik it was explained in terms of religious 
power. If the consequences of each are examined, the Calvinist doctrine of 
salvation through labor is not inconsistent with the notion of national salvation 
through labor. The ethics of Protestantism are unfriendly to the mere gratifi- 
cation of desires through labor but not to the gratification of national urges. 
Whether Calvin or Colbert is speaking, the artisans hear an exhortation to 
still greater effort. 

Both the secular and the spiritual attitudes toward labor are exhibited in the 
works of the English economists and social commentators of the age of mercan- 
tilism. William Temple, Thomas Alcock, and Daniel Defoe held that hard 
work was good for the soul and the state, an attitude so wholesomely simple yet 
so obviously unappreciated by the working class that they became outraged. 
The Protestant ethic was violated by the tendency of workers to spend their 
money as they pleased, a type of behavior that was depraved. Defoe—whose 
Crusoe economy was such a felicitous aid to later economists—was outraged by 
such things as dram-drinking, ribbons, ruffles, and silks, dart-playing, tea- 
drinking, and strolling players. 

A different, and in some respects opposite, attitude was held by those like 
Dudley North, David Hume, and George Berkeley, whose works were more in 
accord with the spirit of free enterprise and who were among the theoretical 
progenitors of the Classical School. They were not primarily concerned with 
moral turpitude among the lower orders of society but more with the problem 
of increasing productivity. Yet they, like the other group and the Classical 
School which followed, did not accept as the objective of economic activity the 
satisfaction of consumer wants.1 Certain kinds of commodities (particularly 
those of inelastic demand) should be produced because they contributed more 
to the national wealth than other kinds of goods (ruffles and silks, e.g.); simi- 
larly, certain kinds of labor contributed more. 

In the development of a theory and practice of international trade the mer- 
cantilists passed through three major periods. As France and England emerged 
from the feudal period they faced the problem of famine which was of such 
magnitude and persistence that it had to be taken as a datum by economists 
for the next two hundred years. A prohibition of grain exports, except under 
bountiful crop conditions, was instituted in the Stuart period. When Adam 
Smith considered the “principle of the commercial, or mercantile system,” he 
digressed considerably upon this problem and concluded that the best method 
of avoiding famines was by the free international exchange of corn. 

When the problem of famine became less acute, though not completely solved, 


1 Smith, of course, held that ‘‘consumption is the sole end and purpose of production’’. 
However, in view of his moral evaluation of the different kinds of commodities and of “‘pro- 
ductive’’ and “‘unproductive”’ labor it is doubtful whether the consumer plays as great a 
part in his system as the quotation might imply. 
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the mercantilist policy was turned to the accumulation of specie through control 
over imports. The growing fiscal requirements of the absolute monarchies, 
greater state functions, more enormous military budgets—these combined to 
place a strain on the fiscal capacities of the crown. Unaware that an accumu- 
lation of specie aggravated the fiscal problem and diminished exports by its 
inflationary effect on the price level, the mercantilists continued the practice 
until men like Mun demonstrated that an export of specie could increase the 
national wealth. Yet as contradictory as bullionism may appear it is not with- 
out defenders. J. M. Keynes, for example, finds it quite consistent with his 
liquidity preference theory of the rate of interest. By this view an increase in 
the quantity of money will diminish the preferences of individuals for liquidity 
and reduce the rate of money interest, at a given level of income. A reduction 
of the rate of interest below the marginal efficiency of capital makes business 
operations more profitable and evokes an expansion of economic activity. 

The prohibition of imports was, as the Classical economists demonstrated, 
also a prohibition of exports, not only because such protective devices lead to 
retaliatory measures but because exports must pay for imports and imports must 
pay for exports. In place of bullionism as a national objective Thomas Mun 
proposed a favorable balance of trade. In his tract presaging the Classical 
theory of international equilibration he maintained that the national wealth 
would best be increased by foreign trade. ‘To sell more to strangers yearly 
than wee consume of theirs in value”’ will create a favorable balance of trade and 
an inflow of specie. Specie, however, should not be held within England, he 
continued, but used to purchase East Indian wares that could be sold ata 
profit. In order ‘‘to keep a sweet concord between king and his subjects,” the 
receipts of the favorable balance should be used to further commerce. The 
existence of a prosperous people augurs but well for the sovereign, Mun con- 
cluded in the statement of a rationale that was to be used by Smith. Quesnay, 
a leader in the assault on French mercantilism, restated the principle in a Gallic 
epigram: “Pauvre paysan—pauvre royaume, pauvre royaume—paurre rot.” 

To implement their policy of stimulating exports, the mercantilists derived a 
hierarchy of judgments concerning the nature of commodities. They distin- 
guished between the form and value of goods, for example, and held that some 
goods contributed more to the national wealth than others because of their 
particular form. Foremost among these were, of course, precious metals. 
Manufactured goods were superior in export to raw materials because of their 
form: hence, the emphasis on manufactures and the crown policy of subsidizing 
and producing these kinds of commodities. To restrict imports a symmetrical 
scale of values concerning consumption was derived. The consumption of 
domestically produced goods was a patriotic act while the importation of luxury 
commodities was detrimental to the state. The ascetic quality of Protestantism 
was not in conflict with this method. 

As mercantilism moved through each of these periods—in the evolution of a 
domestic and an international economic policy—it approached the conditions 
necessary for the free movement of factors of production and commodities. 
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Regional barriers atrophied before the development of an “internal” laisser 
faire. And in the shift from bullionism to a favorable balance of trade, the 
policy impinged upon one of international laisser faire. 

During the periods of mercantilism in which stringent prohibitions to mobility 
were imposed, neither the intent nor the consequence was self-sufficiency, 
autarky, or any variant of economic isolation. Each country sought to increase 
its power through an accumulation of what it believed to be economic strength 
or at the expense of other nations. Had perfect self-sufficiency been the objec- 
tive a complete prohibition of foreign trade would have been attempted (such 
as that imposed by Japan before 1860). That greater consumer satisfaction 
could have been achieved by free trade, or by some system which permitted the 
international specialization of labor, is undeniable. If, however, a nation wishes 
to achieve power—for military purposes, for political supremacy, or for sheer 
indulgence of national pride—the mercantilist system is much the better means. 
The nation will then direct its economic resources into activity that will develop 
its industry, its carrying trade, its military, and that will develop a strong inter- 
national political position. The cost of such objectives will be the lowest possible 
under the given set of resources and the given set of methods used to exploit 
them; that is, the objectives will be pursued in a rational manner. To say that 
cost is secondary to the realization of the objective or a totally irrelevant consid- 
eration is not consistent with the practice of economy, which the mercantilists 
attempted. 

The essential differences between mercantilism and laisser faire are to be 
found in the respective roles of the individual. In an enterprise economy indi- 
vidual objectives are the primary ones and freedom is the cardinal condition of 
realizing them; in a mercantilist system national objectives are primary and 
instrumentalism is the essential method. The pursuit of individual gain by any 
method within the orbit of legitimate behavior is subordinated in a mercantilist 
system to the striving for national power by methods prescribed and rigidly 
enforced by the state. In the place of rational consent as the test of its methods 
the mercantilist system posits the doctrine of obedience and duty. Instead of 
consumption for individual gratification, mercantilism orders consumption in a 
fashion consistent with the conditions of national power: the achievement of 
a favorable balance of trade, the acquisition of bullion, or the attainment of 
political influence beyond national boundaries. 


So persistent have ideas of control been throughout history that free enter- 
prise is an exceptional condition; the liberal economic tradition in England was 
an idyllic interlude between eras of totalitarian impulses. British free trade has 
been interpreted as merely another method adopted to achieve national power— 
a somewhat different means, instituted to utilize the superior productivity of 
the British industrial plant. However, if such an approach is made to the | 
problem it must be admitted at once that the means and ends have become 
transmuted, and that the means of the nineteenth century were ends in them- 
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selves to the extent that they effected the original objective. The increased 
economic mobility swept aside many of the original mercantilist notions, such 
as the doctrine of duty. Karl Marx, in his address to the Brussels’ workmen on 
free trade, maintained such an interpretation of British free trade, i.e., a power 
vehicle uniquely suited to England because of its industrial superiority. Yet 
what of the United States, which after the turn of the century rapidly rose to 
a position of industrial eminence but never relinquished its protectionist notions? | 

While all of the nations of the world reverted to mercantilist methods after 
the last war, the transition for most was of much less consequence than it was 
for Britain. It was, for most of the world, the final abandonment of timid 
ventures in the direction of free enterprise and the total embrace of means and 
ends that had persisted since the beginning of modern history. The resurgence 
of nationalism brought in its wake such mercantilist properties as domestic 
control over economic activity, a revival of the concept of duty in its sixteenth- 
and seventeenth-century forms, a welter of moral evaluations of consumption, 
the adaptation of old forms of control over international trade (the doctrines 
of a favorable balance of trade and bullionism). Although it may be contended 
that the measures of the past twenty years are related to the two wars, it may be 
equally well contended that war is inseparable from the practice of nationalism. 

In place of consumers allocating resources through free market expenditure 
the state assumes control over the direction of economic activity. In certain 
countries this has commenced with legal sanction of monopolistic practices and 
codifying into law many decisions reached through self-governing business 
groups. (Compare the Elizabethan statute of apprentices which codified the 
guild regulations.) This has resulted in most cases in the state itself becoming 

-a direct, and by far the largest, manager and producer. And the Fascist states 
eliminated most of the free market through their direct allocation of resources 
even before war began in 1939. The state may have begun as an arbiter between 
economic power groups—employer associations and unions, cartels and monopo- 
lies and monopsonies—and has then moved to a solution of the problem by elimi- 
nating the combatants and deciding the issues to satisfy its own requirements. 

The political doctrine of subservience to the state, so compelling these past 
two decades, has had an economic corollary in the attitudes struck toward and 
by labor. Society owes employment to the involuntarily unemployed, and the 
jobless worker is obliged to accept it. In the ideology of totalitarianism labor 
finds its meaning in service to the state or to the state clothed in a slogan. 
Labor as a means to the acquisition of commodities and services that satisfy 
individual wants (subjective and non-comparable), or labor as the expression of 
creative activity, is a form of degeneracy, at least, or subversive activity at 
worst. 

Quite consistent with these attitudes is the regeneration of the old moral 
evaluations of commodities: certain kinds and forms of commodities are valu- 
able and others worthless, not when set against expressed consumer wants but 
according to a set of standards independent of these and deriving from the 
expressed ambitions of the national state. In the early years of this period 
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political suasion was used to direct consumption toward domestically produced 
goods, a suasion induced by advertising eloquence. After 1931 the copy writers’ 
inspirations became battle cries—‘Buy British,” “Buy American,” et al. This 
took a semi-humorous turn in attempts to confine consumer purchases to given 
regions, cities, and even to neighborhoods. The drift toward regional atomism 
was checked by the re-armament programs begun after 1935. From political 
suasion the methods of controlling consumption turned to the restriction of the 
production of certain goods, to the production of substitutes, and, finally, to 
rationing. 

The effect of monopolistic practices, private or public, has been to impede the 
flow of commodities and factors, to hamper the division and specialization of 
labor, and thus ultimately to reduce living standards. Labor has been confined 
not only by trade union restrictions but by legislation originally designed to 
lessen temporarily the relief problem. In the United States the residence re- 
quirements of many relief statutes and the laws prohibiting the entrance of 
indigents to certain states (in their specific form declared unconstitutional in 
1941) are remindful of the restrictions of the English poor laws of the age of 
mercantilism. The differential tax structures of many states have had the 
effect of preventing free movement of finished products and suggest the internal 
impediments in France before Louis XIV. 

In the areas of international trade the only significant reversion to mercan- 
tilist practices was made by Great Britain after 1931. Other nations had long 
previously revelled in the patriotic achievement of shipping more goods and 
services out of the country each year than were imported. The extreme forms 
of international economic rivalry became more common practices, such as dump- 
ing and explicit barter relations. 

To set right again the monetary mechanism dislocated in the last war certain 
grandiose and valiant attempts were made to re-establish the gold standard. 
By its very nature it calls for at least a modicum of international co-operation 
which the new national states were either unprepared or unwilling to give. The 
battle to win a favorable balance of trade was fought with monetary weapons— 
devaluation, pegged exchanges, central bank maneuvres—which were used in 
conjunction with the more ancient and accepted methods of tariffs and export 
subsidies. With each nation trying to sell to all other nations more than it 
bought from them, the times called for new wizards of nationalism of the stature 
of Colbert. The years between wars were not merely given to reconstructing 
the pre-1914 power but to creating new national entities pressed by the immi- 
nence of new conflicts. 

In the first years of the inter-war era those European nations that returned to 
gold did so with qualifications—qualifications that tended to impede the free 
movement of specie as a means of settling international balances and of attaining 
an international equilibrium. The concept of specie as an instrument to facili- 
tate trade was supplanted by an obsession to maintain gold stocks. The prac- 
tice was not wholly confined to Europe: in the latter half of the "Twenties the 
Federal Reserve Board conducted open market operations to negate the effect 
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of gold flows. When the world departed from gold it did not overcome the 
metallic paranoia. The bullionist urge remained, and was pursued in the face 
of an understanding of the quantity theory of money. 


IV 


The Second World War has checked many of the developments of neo-mer- 
cantilism and has stimulated others. The movement toward regional self- 
sufficiency, or economic atomism, diminished before the imperative requirements 
of the war for a maximum national effort. The role of the state in directing 
economic activity has been magnified. Yet in the case of Great Britain the 
dominance of the central government over the empire is not unequivocally 
established. Whether the movement toward regionalism in the United States 
will begin anew after the war is a moot question. The question will be resolved 
in the United States by the kind of post-war attitudes that evolve. 

Should economic planning evolve as the objective—and economic planning 
has much the greatest currency of any policy at the present time—the proba- 
bility is that centripetal tendencies will develop again. But small likelihood 
exists that a balance can be struck between the nationalism of the state and the 
self-sufficiency of the regions. This conclusion is based upon the empirical 
observation that the tendency of neo-mercantilism must be toward smaller and 
smaller economic units in time of peace or toward national conflicts productive 
of war. What actually confronts the observer in peacetime is mercantilism in 
reverse. The system developed historically in the process of building national 
states: the economic and political unification of provincial social units. In the 
twentieth century, especially in the ebb stage of the business cycle, the smaller 
units asserted their economic autonomy through differential taxation, discrimi- 
natory treatment in favor of regional producers, and through attempts to confine 
consumption within regional boundaries. 

The currents flowing to the past have not gone unnoticed, particularly those 
political cataracts that recall the age of absolute sovereignty. Certain studies 
of recent years have sought to uncover shifting centers of power and to fix the 
locus of sovereignty with reference to control (though not ownership) over the 
direction of economic resources. The most explicit of these studies fixes control 
with the managers of enterprise in those nations which do not have totalitarian 
political systems or with governmental officials in those which do. (See, for 
example, Burnham’s Managerial Revolution, one of a number of similar studies.) 
The middle class which was created by the development of capitalism and which 
achieved economic power in the relative development of free enterprise has, 
according to this view, abandoned its sovereignty to those to whom it had dele- 
gated authority in the transition from industrial to finance capitalism. 

To the extent that power motivations have been treated in this essay they 
have been explained as national, rather than class or group, aspirations. The 
world is returning to mercantilist piactices, adapted to the specific set of pro- 
ductive relations of the time, because such practices are more compatible with 
nationalism than is laisser faire. The forces at the root of nationalism are far 
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too extensive and complex to be treated within the bounds of this paper. Such 
an analysis would call for a thorough consideration of individual and group 
behavior in a given context of economic and political data. For the purposes 
of this study, nationalism must be taken as a datum. Its persistence may be 
inferred from the case of Great Britain, where the nearest approximation to free 
enterprise existed for only the brief period from the repeal of the last Corn Laws 
in 1846 to the beginning of the First World War. On the Continent, nationalism 
was almost continuously the accepted objective of political and economic organi- 
zation for the major powers. (The ventures of Napoleon III toward free trade 
constitute the only important exception.) From its founding in 1787, the 
United States has been imbued with its own kind of national spirit, a spirit that 
derives from the political philosophy of the Federalists who dominated the 
formative years of the country. So persistent has nationalism been, that the 
pronouncements of the arch-advocate of mercantilism, Gustav Schmoller, made 
in the last century and not necessarily with complete objectivity, take on a 
categorical quality: 


All economic and political life rests upon psychical mass-movements, mass-sentiments, 
and mass-conceptions, gravitating around certain centres. . . . The struggle for existence, 
in economic life in particular, as in social life in general, is necessarily carried on at all 
times by smaller or larger groups and communities. That will also be the case in all 
time to come. 


Schmoller’s fame arises in no small measure from the response he received from 
people (Germans and non-Germans both) who were waiting to be told that their 
way of life was not only sanctioned by the past but ordained for the future as 
well. One need not concede the inevitable and eternal nature of his prediction 
to admit the validity of his position for the present. The convergence of the 
present toward the past, which here has been examined, must be traced to the 
power of mercantilism as a system of economic organization. 
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CHANGING COMPOSITION OF THE SAVANNAH 
BUSINESS COMMUNITY 1900-1940 


W. H. STEINER 
Brooklyn College 


Savannah is one of the leading South Atlantic ports. Shortly after the turn 
of the century she had left behind her old rival, Charleston, and in 1910 was the 
largest seaport between the Virginia capes and New Orleans. But since then 
the three Florida centers of Jacksonville, Miami and Tampa (the latter two only 
during the boom of the 1920’s) have all outstripped her in population. Appar- 
ently the railroads “have ‘beheaded’ the traffic routes that in the earlier periods 
had extended from the South Atlantic seaports into the back country, and have 
given traffic a northeast-southwest trend. The railroads offer to the Piedmont 
in these states shorter, more direct, and cheaper routes (transshipment not 
necessary) to the northeastern states. There is also a large saving in time.’ 
The hinterland gradually “has become more self-reliant and self-sustaining 
through development of manufacturing plants, which use near-by raw materials 
in steadily increasing quantities.”? Moreover, after 1921, the extension first of 
export and then also of import rates to and from points within Central Freight 
Association territory to other South Atlantic ports eliminated the advantage that 
Savannah had enjoyed and increased competition from these other ports.* 

Savannah’s exports have in the past consisted largely of the raw materials of 
the coastal region—cotton, lumber, naval stores,and phosphates, but these have 
now declined as a whole while exports of manufactured materials have increased. 
Her imports have been largely fertilizer materials, petroleum and sugar. The 
city’s foreign trade has been roughly around half its coastwise trade in tonnage 
and one third in value; receipts exceed shipments in the domestic trade in both 
volume and value, while exports exceed imports in value, but not in tonnage. 
Moreover, the steady progress of Atlanta (a railroad center which already ex- 
ceeded Savannah in population in 1880 and which has become increasingly recog- 
nized as the distributing point for the Southeast) has resulted in placing severe 
limits upon the normal trade territory served by Savannah. However, after the 
turn of the century and again during the 1930’s, Savannah made serious and 
successful efforts to develop manufactures, largely outside the city limits, and 
thereby to offset the sharp decline in her export trade that occurred prior to the 
present war. Obviously these changes in the character of her economic activities 
found reflection in a changed composition of the Savannah business community. 


1A. E. Parkins, The South, Its Economic-Geographic Development (New York, John Wiley 
& Sons, Inc., 1938), p. 481. 

2 Report of Port Study-Georgia. Published by the State Planning Board, R. C. Job, 
Director (1939), p. 3. 

3 The Ports of Savannah and Brunswick, Ga. Port Series No. 10 (rev. 1940). Corps of 
Engineers, U. 8. Army and U. S. Maritime Commission (Washington, 1940), p. 107. 
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The data available to measure these developments unfortunately are not 
complete. The Army Engineers and the Bureau of Foreign and Domestic 
Commerce give us information on foreign and coastwise trade, while the Census 
gives us data on population and manufactures. The Census figures on trade, 
however, go back little more than a decade; and since Savannah itself has not 
yet attained a population of 100,000, details too are limited. But the credit- 
rating books published by the Mercantile Agency (Dun and Bradstreet, Inc., 
formerly R. G. Dun and Co.) contain a wealth of information. From the vol- 
umes for some of the more significant years from 1900 to 1940, certain tabulations 
have been made.‘ 

Nevertheless, the data in the rating books possess certain limitations. Con- 
cerns listed in the books include all types of business which are seekers of com- 
mercial credit in the accepted sense of the term: namely, manufacturers, whole- 
salers, retailers, building contractors, and certain types of commercial service, 
including public utilities, water carriers, motor carriers, and airlines. This 
count by no means covers all of the business enterprises in the country. Specific 
types of businesses not listed are: financial enterprises including banks, mortgage, 
loan and investment companies; insurance and real estate companies; railroads; 
terminals; amusements; and many small one-man services. Neither the pro- 
fessions nor farmers are included. The coverage of out-of-town concerns with 
local branches is not complete, and such names are therefore excluded in the 
present study. Only locally owned and/or operated concerns are considered. 
The names are assigned capital and credit ratings, showing respectively estimated 
net worth after verification and due allowance for shrinkage, and conclusion as 
to credit standing. But the industry classifications used by the agency—now 
some thirty in number—do not distinguish between manufacture, wholesale and 
retail trade. Some reclassification has therefore been attempted in this study 
on the basis of the brief data given opposite each name, but the results are less 
accurate and apparently less complete than are the census data. In 1933 the 
rating book contained only 1,113 names (separate concerns), whereas the census 
showed 1,849 separate “establishments,” most of which were owned and/or 
operated locally and most of which were independent enterprises.’ Two thirds 
of these establishments were retail (with average sales of about $16,000) and 
another one fifth service establishments, leaving only 71 manufacturing plants 
and 179 wholesale establishments. It is unreasonable to believe that the estab- 
lishment of branches by outside chain stores and other undertakings and by 
local concerns accounts for so large a discrepancy. When all their limitations 
are kept in mind, the rating books do afford a continuous and comparable series 
of data which shed some interesting and valuable light on the changes in the 
Savannah business community. 


4 The writer is indebted to Mr. Roy A. Foulke, manager of the agency’s Specialized Re- 
port Department, for making these volumes available and for discussing some of the prob- 
lems arising in their use. 

5 The Census would presumably count a concern that has a headquarters and six 
branches as seven “‘establishments’’. 
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During the first two decades of the twentieth century the increase in the num- 
ber of Savannah names in the rating book kept pace with the growth in the city’s 
population, as shown by Table I. Both rose by slightly more than 50 per cent. 
Almost the entire increase in the number of concerns occurred before 1913, but 
this was not true of population, which rose 20 per cent in the first decade, and 
29 per cent in the second decade. In 1920 Savannah was at the peak of her war 
and postwar boom. From the war-time decade date such skyscrapers as even 
today stand out in the skyline of the city; none has been erected since 1920. 

In 1920 the number of names in the rating book also stood at a peak. Shortly 
thereafter Georgia experienced the collapse in cotton prices and witnessed the 
depredations of the boll weevil that made the decade a dark one in the history 
of the state. A wave of bank closings inaugurated the 1920’s in Savannah. 
Her exports fell from a high value of $198,000,000 in 1920 to a mere $47,000,000 
in 1923, although coastwise trade was well maintained. During the decade the 


TABLE I 
PoPpuULATION AND NuMBER or Names IN Ratine Boox 

1900 54,244 936 1900 
1910 65,064 1,390 1913 
1920 83 , 252 1,428 1920 
1930 85,024 1,248 1929 

1,113 1933 
1940 95,271 1,080 1940 


city’s population rose only 2.1 per cent. In 1920 the percentage of negroes had 
fallen for the first time below half the population, reaching 47.1 per cent. This 
relative drop had been due largely to the great increase in the number of whites 
of both sexes shown by the 1920 census. The further drop in the percentage 
of negroes to 45.7 per cent in 1930 reflects the fact that during the period of the 
1920’s for the first time the number of negro males fell. Also during the decade 
the number of names in the rating book dropped 13 per cent. 

The depression of the early 1930’s did not find Savannah as overextended as 
it had been a decade before. Nevertheless, she was hard hit. Reflecting partly 
the drop in commodity prices, wholesale trade fell by over half between 1929 
and 1933, retail sales by about 40 per cent, and value of manufactures by almost 
half. Far greater declines occurred in foreign trade, although coastwise trade 
increased somewhat. The number of names in the rating book dropped another 
10 per cent. 

After 1933 Savannah participated in the general economic recovery and since 
1939 has been aided greatly by defense and war activity. Domestic water- 
borne trade substantially increased, especially receipts, as did foreign trade also. 
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The growth of manufactures outside the city limits led to an output in 1939 
worth almost twice that of 1933, although still only three fourths that of 1919. 
Wholesale sales for 1939 were about one fifth greater than those of 1933 but 
only slightly over half those of 1929, while retail sales rose about 75 per cent 
above 1933 and exceeded the 1929 figure. A substantial part of these retail 
gains are accounted for by newly established branches of national chains. De- 
spite this recovery, and unlike the nation as a whole, the number of names in 
the rating book fell another 3 per cent. The result is that in 1940 the business 
of Savannah, with a population 76 per cent greater than in 1900, was conducted 
by only 15 per cent more local concerns. 


II 


The far less rapid growth in relation to population of the number of local 
business concerns in Savannah since 1900 has not been accompanied by an off- 
setting increase in either the size or the credit standing of the average concern. 
Let us consider each of the two aspects in turn. In doing so it must be remem- 
bered that the ratings merely reflect the judgment of the agency’s reporter and 
that in certain years there are large numbers of concerns to which neither credit 
nor capital (so-called “blank-blank”’) ratings are assigned. Such concerns in- 
clude some which are in extended financial condition and some upon which the 
agency has been unable to obtain sufficient information, even though complete 
information, if available, might indicate a healthy condition. There are also 
wide variations in the number of concerns for which no capital but only credit 
(so-called “‘one-legged”’) ratings are available. While these ratings give what 
appears to be only a credit rating, they in fact imply the existence of a corre- 
sponding capital rating. A rating stated as blank 3 would indicate that the 
concern presumably had a net worth that ranged between $2,000 and $20,000 
and that its credit standing was high or good. If the credit standing was not 
high or good, presumably a blank-blank rating would be extended.® 

It will be observed that in every year the distribution shows frequencies pro- 
gressively greater as the amount of capital decreases. Contrasting 1940 with 
1900, Table II shows a noticeable drop in the largest undertakings. In 1900, 
5.1 per cent had a capital in excess of $125,000, in 1940 only 3.1 per cent. Most 
remarkable, however, was the great growth after 1920, in the number and pro- 
portion of unrated concerns which in 1940 reached almost one third of the total. 
This increase has caused a corresponding drop in the number and proportion of 
the concerns in each of the four capital-rating groups. 

When credit ratings presented in Table III are examined, the result is much 
the same. It is true that in agency practice the very fact that capital is limited 
in the lower brackets (below $10,000) prevents the assignment of high credit 


6 In its Reference Book, the Agency explains that when a one-legged rating follows 
a name, “it is an indication that the financial strength, while not definitely determined, 
is considered to be within the range of the estimated pecuniary strength in the corre- 
sponding bracket, and that a condition is believed to exist which warrents credit in keep- 
ing with that assumption.” 
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rating. No concern with a capital of less than $5,000 receives a “high” credit 
rating and none with less than $2,000 capital a “good” credit rating. After 
reaching a peak of one third in 1920, the proportion of names rated “high” and 
“good” has declined to one fifth in 1940. It is true that the proportion of “fair” 
and “limited” risks has declined greatly—from two thirds in 1913 to over one 
half in 1920 and less than one half in 1940. But meanwhile there has occurred 
the great growth in the proportion of unrated concerns already mentioned. It 
is not reasonable to maintain that during a time when the number of names in 
the rating book has been declining it has become more difficult to ascertain the 


TABLE II 
PERCENTAGE OF NAMES WITH SpEcIFIED CapiTaL RaTINGS 
YEAR ABOVE $125,000 | $20,000 To 125,000 | $2,000 To 20,000 | LESS THAN $2,000* NOT RATED 
1900 5.1 11.3 31.5 40.2 11.9 
1913 4.0 10.2 23.6 49.2 13.0 
1920 4.6 17.3 30.4 35.9 11.8 
1929 5.1 15.5 29.2 31.0 19.2 
1933 3.1 12.8 25.4 30.2 28,5 
1940 3.1 12.2 22.7 29.4 32.6 


* Includes names rated M (less than $500 capital) without being assigned a credit rating. 
Note: Names with blank capital ratings are assigned to the capital ratings indicated 
by the agency as corresponding to their credit ratings. 


TABLE III 
PERCENTAGE OF NAMES WITH SPECIFIED CREDIT RATINGS 
YEAR HIGH-GOOD FAIR-LIMITED* NOT RATED 
1900 27.6 60.6 11.8 
1913 21.4 65.6 13.0 
1920 33.5 54.6 11.9 
1929 26.9 54.0 19.1 
1933 25.0 46.5 28.5 
1940 20.5 46.7 32.6 


* Including concerns rated M (less than $500 capital) without being assigned a credit 
rating. 


capital and the credit standing both of those old enterprises that have remained 
in business and of the new undertakings that were formed. Instead a cursory 
examination reveals that many names which formerly had been rated have 
drifted into the blank category as they met with adversity. 


Il 


When the character of activities conducted by Savannah concerns is consid- 
ered, the reason becomes clear for the changes in ratings just cited. While 
naval stores has held its own in number of undertakings, cotton has all but dis- 
appeared in 1940, in contrast to the 26 names in factorage, exporting and broker- 
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age in 1900, the 40 in 1913, and the 39 in 1920. These industries and shipping 
are activities in which substantial and well established concerns are found. 
Local manufactures have not filled the gap left by the decline in cotton and 
other foreign-trade branches. In 1900 Savannah manufacturing was conducted 
typically within the city limits by small local enterprises. In that year, the 
census shows that 155 establishments produced goods worth 6.5 million dollars, 
while 15 located outside in Chatham County produced an additional .5 million. 
Since then an extensive suburban industrial district has developed which has far 
overshadowed the city manufactures. In 1939 the 97 establishments located 
inside the city had an output worth 9.7 million dollars, while the 49 located 
outside made a product worth 56.4 million. During the four decades Savannah 
itself receded in the census from fourth to fifth place among Georgia cities when 


TABLE IV 
CuassiFIcaTIon, By Inpustry, or Names witH CapiTaL Ratine or ABove $125,000 
INDUSTRY 1900 1920 1940 

Wholesale: 


measured by value of products, but Chatham County rose to second place in 
this respect. What has happened is that the “industrial district”’ has attracted 
branches of large national concerns such as Union Bag and Paper and National 
Gypsum. 

Wholesale trade shows an uneven trend. Since 1900 the old-school wholesaler 
has been losing ground in the United States in the sense that while his business 
has been expanding, his share of the total is declining. Changes in marketing 
trends especially after 1920 have included adoption of a hand-to-mouth buying 
policy by retailers, rise of larger trading centers with the development of good 
roads and the automobile, and growth of direct selling by manufacturers. All 
these developments crowded out many retailers who had supported the whole- 
saler and forced him to revise his methods. Nevertheless, in Savannah some 
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wholesale lines such as groceries and hardware seem to have maintained their 
numbers although others such as dry goods and drugs show more or less falling 
off, and the ratings of all show a tendency to decline. 

In retail trade, however, there is some general tendency evident. It is some- 
times difficult to trace, due to changes in character of business conducted; thus 
in 1900 and 1913 groceries apparently shared the liquor traffic with out-and-out 
saloons, until liquor was outlawed, while in 1933 and especially in 1940 they 
added meats, which they formerly had only infrequently handled. Groceries 
(including their side lines of liquor and meats) rose from 224 in 1900 to slightly 
over 300 in 1913, 1920, and 1929, then dropped to over 230 in 1933 and 214 
in 1940. Again, dry goods, men’s and women’s apparel (clothing, millinery, 
tailored goods, furnishings and retail shoes) shows a rise from 101 names in 1900 
to a peak of 186 in 1920 and a subsequent drop to 92 in 1940. Jewelers and 
opticians, too, showed a similar trend. Of course, the relative proportions of 
the specialized stores included in these groups differed from time to time. Ap- 
parently in retail trade a large increase in number of local concerns occurred 
during the first two decades, but the number subsequently receded to that 
prevailing in 1900. This undoubtedly reflects the competition of branches of 
national chains already mentioned, and the tendency towards elimination of 
many small retailers. 

Two new industries attained prominence during the period. A separate elec- 
trical category appeared in the rating books after 1929, which involved at first 
merely breaking an older group into two parts. This branch embraced 25 names 
in 1940. More important, however, was the automobile industry. Bicycles 
and motorcycles provided 10 names in 1900 and 6 in 1940. Meanwhile auto- 
mobile dealers, garages and repair shops, tire and parts dealers, and filling sta- 
tions appeared, until there were 125 names in 1940, of which 76 were service 
stations. While filling or service stations increased steadily in numbers, some 
concentration appeared in branches such as automobile dealers, the number of 
whom was halved from 27 in 1920 to 14 in 1940. With rare exception the names 
in the automotive branches do not have high capital or credit ratings; thus in 
1940 two thirds of the 76 service stations either were not rated or rated M (under 
$500 capital) or M4 (under $500 capital with limited credit), and 9 of the 14 
dealers were not rated. 


IV 


The present study devotes attention to one limited phase of the economics of 
the urban community. It is designed to be exploratory rather than compre- 
hensive, suggestive rather than conclusive. It is an effort to explore the light 
shed by capital and credit-rating data upon the changes in the composition of 
a particular urban business community. The information affords a partial 
substitute for and supplement to that provided by the census. The rating data 
afford some unique information, but serve to distinguish the business concerns 
somewhat more adequately by industry than by stage of activity, such as manu- 
facture, wholesale or retail. And the information refers solely to local concerns. 
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From the study the following conclusions may be drawn: 

1. For Savannah, during the first two decades of the twentieth century the 
growth in the number of local business concerns roughly paralleled the growth 
in population, but lagged far behind the increase in population during the next 
two decades. Despite the economic recovery since 1933 the drop in local busi- 
ness undertakings continued. 

2. During the entire period, the size and credit standing of the local business 
concerns has neither declined as their number rose before 1920, nor declined as 
the number fell thereafter. Instead, the reverse tended to be true; the average 
concern became larger and a better credit risk with the prosperity that culminated 
in 1920, and declined in size as well as in credit standing thereafter. The largest 
local enterprises vanished and a greater proportion was accorded neither capital 
nor credit ratings. 

3. This change in the local business population since 1900 reflects both the 
change that has taken place in the character of Savannah’s economic activities 
and certain general economic trends evident in the nation at large. There has 
been a general growth in the size of business undertakings which has made the 
path of the small unit more difficult. Moreover there has been a decline in 
certain leading wholesale lines with the rise of the automobile. Again, the 
Piedmont South has developed manufacture of its own raw materials, instead of 
shipping them as agricultural products, and has moved them north and abroad 
initially by rail instead of water. Finally, the nation has lost its former foreign 
markets for some of its great staples, notably cotton, while since 1920 the city 
has lost its differential rate advantage in foreign trade over other southeastern 
ports. 

Applied to Savannah, these changes have caused a loss of the larger and more 
substantial undertakings found in 1900 and in 1920 in certain lines. In their 
place have appeared scattered local concerns many of which cater to a local 
market. Retailers have been beset by the competition of newly established 
branches of national chains. The automobile industry has assumed increasing 
importance, but its units are typically not blessed with either much capital or 
high credit. The growth in the later 1930’s of manufactures, which now play 
so important a role in Savannah’s prosperity, do not represent local enterprises; 
instead, they are located outside the city limits and are branches of national 
concerns, designed either to take advantage of raw materials available in the 
region or to convert materials imported from abroad through the port into 
products to be distributed in the southeastern market. 
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Regulatory Administration, edited by George A. Graham and Henry Reining, Jr. 

New York: John Wiley & Sons, 1943. Pp. 254. $2.75. 

Symposia are the bane of the reviewer. Description of the contents may be 
easy, but evaluation usually ends, ‘‘As is perhaps inevitable in a work of this 
sort, the contributions are of uneven quality.” In this case, however, the 
inevitable has been avoided: each of the seven authors apparently set out to do 
something different from each of the others. The result is that each succeeded 
admirably in writing what he intended. All are of equal, but different, merit. 
In their disarming preface the editors state that “the chapters differ somewhat 
in viewpoint, emphasis, and conclusions.” The publisher’s pre-publication 
announcement indicated that this was to be a classic treatise on regulatory 
administration; the editors more modestly refer to it as an “exploratory study” 
and as a “suggestive sampling.” Regarded as a collection of readings, the book 
will be useful and not without interest to students and teachers of political sci- 
ence and economics. 

Regulatory administration has two principal aspects: the organization of the 
regulatory agency; and regulatory procedures and policies. The success of the 
latter depends upon the former. In “Police Administration” O. W. Wilson 
devotes most of the chapter to those administrative organizations and pro- 
cedures which are essential in order to have a police force competent to meet 
present demands. The student of public administration will be encouraged by 
Wilson’s showing that the abstract ‘‘principles” of administration are applicable. 
in a particular field. The chapter also reveals how much progress police work 
has made toward becoming police science, with indications of becoming a pro- 
fession. Since a large part of police work now consists of dealing with respectable 
citizens, in enforcement of traffic laws and regulatory ordinances, rather than 
with professional criminals, education and persuasion is replacing the club as the 
technique of enforcement. The change in the regulatory procedure compels an 
improvement in administrative organization and personnel. 

Wilbur La Roe’s “Regulation of Railroads” is concerned almost entirely with 
the internal organization of the Interstate Commerce Commission. He explains 
the functions of the five divisions set up by the reorganization of the Commission 
in July, 1942, along with a brief statement as to the fourteen bureaus. After 
outlining the procedure in handling complaints and in granting certificates of pub- 
lic convenience, he summarizes the handicaps to successful regulation: a hesitant 
policy laid down by Congress; early court opposition; an understaffed agency; 
and divided responsibility for regulating transportation agencies. 

After the NIRA codes were invalidated by the Supreme Court in May, 1935, 
Congress and the President provided for the continuance of a new National 
Recovery Administration until April 1, 1936. This consisted primarily of a. 
Division of Business Co-operation and a Division of Review. This last was to 
be an “industrial planning research agency”’ to assemble and analyze the experi- 
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ence of industries under the codes. Leon C. Marshall, who served as Director 
of the Division of Review, traces its history in a chapter entitled ““The Location 
and Utilization of Authority in a Regulatory Agency.” Although NRA is no 
longer a regulatory agency, the chapter is interesting for its unusually frank 
inside story of conflicting pressures and politics. It is unique for its careful 
documentation, which so far is lacking in what has transpired among the war 
agencies. The most interesting feature of the account is the revelation of the 
way in which a subordinate, the author, followed his own policies. Convinced 
that he was carrying on duties desired by the President, the Director in Sep- 
tember obtained a compromise as to reduction of personnel from George L. 
Berry, just recently appointed as Co-ordinator. In this case he relied partly 
on the fact that the legal meaning of the verb “‘co-ordinate’”’ was then, as now, 
uncertain. When NRA was later put into the Department of Commerce, how- 
ever, there was no doubt of the Secretary’s legal power to shift the Director to 
a position as consultant. Believing this to be a preliminary to stopping the 
research activities of the Division, the Director threatened to go over the Secre- 
tary’s head to the President, and so won his point. He had no hesitation then, 
and indicates no regrets now, about violating one of the basic “‘principles” of 
public administration, that of hierarchy and the chain of command. But the 
knowledge that Mr. Marshall was continually going to bat for his Division must 
have been considerable comfort to those working under him. 

In “State Labor Law Administration,’ Henry Reining also discusses organi- 
zation, but the major emphasis is on techniques of regulation. Here the char- 
acteristic is co-operative enforcement, calling for the participation of employers, 
labor, and public. Enforcement of labor laws by sheer compulsion was impos- 

. sible, so administrators have emphasized persuasion and education. ‘Factory 
inspectors regard themselves as educators rather than policemen [old style].” 
Rule-making follows consultation. 

Except in the case of service standards and practices, the same cannot be said 
of public utility regulation. The managers of privately owned utilities do not 
seem to be as educable as other people. So “Public Utility Regulation” by 
W. E. Mosher presents the familiar picture of utilities dragging the regulatory 
commissions through the morass of valuation. Here is a field of regulation 
where the issues are fought out as if they were or could be made legal issues. 
The Supreme Court has the bear by the tail; periodically it relaxes its grip only 
to take another hold. There are signs, however, that utility regulation is be- 
coming more effective through improvement in the personnel of state commis- 
sions, Federal leadership, and lessened prestige of those being regulated. 

“Regulation in Public Health,” by Gaylord W. Anderson, illustrates the 
diversity of techniques and policies in regulation. The public health program 
started on the assumption that nuisances were the cause of epidemics. Later 
the emphasis shifted to control of persons who could communicate disease, but 
control of nuisances remained as a public health function. Control of food is a 
mixture of sanitation and fraud prevention, as is control of drugs. Industrial 
hygiene received its impetus from the desire. to get lower rates from insurance 
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companies covering workmen’s compensation claims. Most prominent in this 
discussion, however, is the emphasis on obtaining voluntary compliance and 
public support through education. 

The introductory chapter, “(Regulatory Administration,” is a thoughtful dis- 
cussion by George A. Graham of the general topic of regulation as ‘“‘the process 
of getting people to follow a line of conduct that is in accord with public policy.” 
The author is concerned with the regulatory process rather than with adminis- 
trative organization. Apparently he expected the other contributors to discuss 
their specialties from the same approach. Their failure to do so leaves this 
chapter as an independent essay rather than an introduction. Like most intro- 
ductory chapters it should be read after rather than before the reading of the 
rest of the book. 

This review is too long. The reviewer regrets that. If there had been a 
dozen contributors he could have discussed only two or three. If there had been 
twenty he could have ignored them all and written a brief essay of his own on 
regulatory administration. As it is, his conclusion is that the book is somewhat 
less than the treatise the publisher announced, but more than the exploratory 
study the editors offer. 

Finally, as is his duty, he must report that in this attractively printed book 
he found one typographical error. 

Duke University Davip O. WALTER 


Pan-American Economics. By Paul R. Olson and C. Addison Hickman. New 
York: John Wiley & Sons, 1943. Pp. v, 479. Appendix, bibliography and 
index. $3.50. 

History of the Latin-American Nations. By William Spence Robertson. New 
York: D. Appleton-Century Co., Inc., third edition, 1943. Pp. vii, 537. 
Bibliographies and index. $4.00. 

“The purpose of this book,’ according to the authors, “is to explore the eco- 
nomic life of Latin America, especially as the economic structures of this vast 
area are outwardly oriented.” But they correctly note that ‘Latin-American 
economic activity can not be understood without description and analysis of 
population, capital supply, resources, transportation facilities, and similar 
matters.” It is apparent that the writers undertook a monumental task. Ob- 
viously it would be difficult, if not impossible, to treat in one volume both the 
international and domestic aspects of Latin-American economy. 

A glance at the table of contents indicates the primary concern of the authors 
with the foreign economic relations of Latin America. Successive chapters treat 
the composition and distribution of Pan-American trade, the role of foreign 
investments (past, present and future) in Latin America, the tariff and com- 
mercial policies of Latin America and the United States, and Pan-American 
economic co-operation. 

Perhaps few areas lend themselves so readily as does Latin America to this 
approach. As is well known, the basic economy of Latin America is agricul- 
tural and agricultural products are its major exports. The relationship of 
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Latin-American production to world markets is indicated in the fact that in 
nineteen of the twenty Latin-American countries, three products (in 1938) pro- 
vided 50 per cent or more of the total export values. Equally impressive is the 
fact “that eleven commodities, all raw materials whose markets are located 
abroad and whose prices are determined in world markets, constituted the 
leading exports of every country in Latin America.” 

Latin America, however, is not an economic entity either in respect to foreign 
trade or to domestic economic development. The Caribbean region has been 
since the early part of this century in the trade orbit of the United States, 
whereas the west-coast South American countries and the temperate-zone coun- 
tries were prior to World War I under the economic domination of Europe; in 
the period between the two wars the United States economic relations with these 
areas increased considerably. 

At the outbreak of World War II, only Bolivia, Paraguay, Uruguay and 
Argentina were under the trade domination of Europe. With the progress of 
World War II and the cutting off of trade relations with other countries, they 
too have greatly increased their trade relations with the United States. Intra- 
Latin-American trade, never large prior to World War II, has increased some- 
what in recent years and efforts to promote this, notably in regional trade areas 
such as the La Plata region, hold both interest and significance for the future. 

In several countries of Latin America, notably Argentina, Brazil, Chile and 
Mexico, there has been in recent years pronounced industrial development. 
Economists differ in their views of the ultimate effect of such economic diversifi- 
cation upon Latin-American demand for goods from the industrial nations of 
the world. The authors of this volume cautiously advance the view that should 
this trend continue, it will result in a diminished demand there for manufactured 
exports. In the opinion of this reviewer, further diversification in Latin- 
America’s economy if it results in an improvement in the standard of living there 
may well lead to far greater purchases from the United States and Europe. 

One of the best sections of Pan-American Economics is that treating foreign 
investments in Latin America. Here, the authors trace the nature of foreign 
investments in this region (direct and portfolio investments), areas of domination 
by British and United States capital, and types of enterprises in which direct 
investments have been made. After careful examination of the available factual 
material, the writers conclude that United States’ direct investments have been 
reasonably profitable, but that the rate of default on portfolio investments has 
been excessive; 64 per cent were in default in 1940. 

A note of caution is raised on the outlook for future investments in Latin 
America. Latin America is not a new land; nor is it a lush, rich area in the 
conventional sense. Moreover, most of its agricultural and forest wealth has 
already been exploited. Areas in which there are opportunities for further 
capital investment include the production of strategic minerals, quinine and 
rubber, the further development of light, consumer’s-goods industries, oil and 
waterpower, and iron and steel in Brazil. However, in one of their best chapters, 
the authors are careful to emphasize the very real impediments to capital invest- 
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ments in Latin America, namely: lack of a rapidly expanding population, lack 
of interior colonization, and a heterogeneity of race and culture which seems to 
hinder the adoption of a mechanistic civilization; recent nationalistic restrictions 
upon immigration; concentration of land holding; nationalistic legislation and 
regulations affecting foreign owned businesses. 

Using especially studies made by the United States Tariff Commission, the 
writers give an excellent account of Latin-American tariff policies and exchange- 
controls. While the Reciprocal Trade Agreements Program is thoroughly ana- 
lyzed, it is regrettable that such limited attention is devoted to the German 
Askimark system and the most important Roca-Runciman Agreement. Con- 
cluding chapters treat recent examples of Pan-American co-operation. Here, 
the authors rightly emphasize the importance of the Inter-American Coffee 
Agreement of 1940 in which “dominant consumers and dominant producers of a 
staple product have been able to reach an understanding.” 

As is indicated above, the authors have treated quite thoroughly the foreign 
economic relations of Latin America in the twentieth century. As a book in 
the field of foreign trade and commercial policy Pan-American Economics will be 


_of great value to economists and historians. In no sense, however, does it more 


than touch upon the vast subject of Latin-American economy. The reader will 
be surprised to find in all the bibliographies for the various chapters reference 
to no more than three or four Spanish and Portuguese sources. The authors 
make no attempt to describe factually the complexities of the domestic economics 
of the various Latin-American countries. Accordingly, as a study of Pan-Ameri- 
can economics, it lacks balance and completeness. The volume contains useful 
appendices of foreign trade and investment statistics, bibliographies, and a 


helpful index. 


* * * * * 


In 1922 Professor William Spence Robertson, distinguished authority on 
Latin-American history, published his History of the Latin-American Nations. 
For many years it was one of the few satisfactory textbook treatments of the 
history of this region and accordingly served a useful purpose for both teachers 
and students. While Professor Robertson had revised his study in 1927, the 
momentous changes in Latin America resulting from the world-wide economic 
and social crisis of the 1930’s and the impact of World War II made a third 
revision desirable. 

This edition follows the same organization of the previous editions although 
the chapter divisions are not always the same. After treating briefly the geog- 
raphy of Latin America and the aborigines, he treats in some detail the period of 
discovery and conquest, the Spanish and Portuguese colonial systems, and the 
social, economic and political life of the colonies in the seventeenth and eight- 
eenth centuries. The Wars of Independence are followed by separate chapters 
on the history of each of the Latin-American nations. 

Here as in the earlier editions, the author emphasizes political history but 
does not fail to point out the pertinent economic and social features of each 
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nation’s culture. The new material added since the 1927 edition continues the 
emphasis on the political story. Lengthier treatments of the developments of 
recent years with greater emphasis on the vital social and economic changes 
underway would have enhanced the value of this edition. 

University of North Carolina J. CARLYLE SITTERSON 


Elementary Statistical Methods, as Applied to Business and Economic Data. By 
William A. Neiswanger. New York: The Macmillan Company, 1943. Pp. 
xviii, 740. $4.00. 
This is another step along the pathway toward a meaningful course in statis- 

tics. The author recognizes the need for the study of uses rather than of tech- 
niques, but his book is still technique-centered. The elementary student, before 
he learns the methods, needs all the ‘‘why and when”’ of statistics that is given 
in this book, but he needs more—more philosophy of science, more integration 
with business practice and with accounting, more review of secondary source 
data, and more motivation. 

The first and second chapters might be called the uses and abuses of statistics, 
respectively. They are the best and longest chapters on these topics available. 
One feature is the early introduction of a chapter on sampling. Stratified 
sampling is discussed, but without reference to its dangers. It is unfortunate 
that in such an early chapter, a complex subject such as the Gaussian curve 
should be mentioned. 

The emphasis in the chapter on averages is upon the comparative advantages 
of the various measures. This emphasis rapidly diminishes as other types of 
technique are introduced. The selection of methods is conservative. Thus the 
older harmonic mean, ogive, and coefficient of variation take up space that could 
be used in an expanded discussion of the frequency table with a geometric inter- 
val, the ‘‘z” test of correlation, etc. 

A good bibliography and set of problems is furnished with each chapter. Only 
three tables—four-place logarithms, areas of the normal curve, and squares and 
square roots, are given. The style is meant to be clear and easy to read, but 
it has the usual faults of abrupt transition and of technical introductions to new 
topics. Altogether, this is one of the better texts, and should be considered 
seriously by every teacher of economic statistics. 

University of Kentucky E. Z. PALMER 


Handbook of Tabular Presentation. By Ray Ovid Hall. New York: The Ronald 

Press Co., 1943. Pp. viii, 112. $3.50. 

As a result of many years of experience with the Department of Commerce, 
Dr. Hall has developed a technique of table construction, which he presents here 
for the benefit of practical statisticians. A careful study of the principles and 
cases found in this book will help anyone to make better statistical tables. 
Perhaps the advice that can be most profitably followed is that one cannot 
expect to have a good table until he has drafted it, studied it, and redrafted it 
several times. 
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The book is divided into three parts. Part I contains an exposition of prin- 
ciples, a reminder list of things to do in editing a table, and a list of terms. 
Fifteen pages, including part pages, are devoted to an exposition of principles. 
These principles are organized according to parts of a table, such as title, stub, 
columnar captions, etc. Part II consists of elaborate criticisms of thirteen 
rather bad tables, most of which have appeared in government publications; 
and a typewritten redraft of each of these tables in skeleton form, as they would 
come from the editor. Part III is much like Part II, except that the criticism 
is not so detailed, much being left for the reader to dig out, aided sometimes by 
references to the reminder list. 

Although this is a very useful book it is subject to a number of shortcomings. 
(1) The author appears to be primarily interested in the mechanics of table 
construction. Although he mentions the terms “general-purpose table” and 
“special-purpose table,” there is little if any recognition of the relationship 
between the object of a table and its design. Often the same material can 
be presented in several different ways, depending on the purpose in view. 
(2) There is no section devoted to the body of a table, though that is where the 
data are found. (3) If there were a treatment of material according to subject 
matter (such as classification, arrangement, ruling, spacing, typography) as well 
as according to parts of table, it would be helpful. As it is, to learn how to rule 
a table, one must ascertain from the various sections how the stub should be 
ruled, how columnar captions should be ruled, and maybe he will discover 
somewhere how the body should be ruled. (4) Terms are not usually defined; 
even the terms listed are without definitions. (5) Although Dr. Hall criticizes - 
textbooks for not explaining why various techniques are recommended, he is not 
always careful to make explanations supporting his own preferences. (6) De- 
vices advocated to make the table less monotonous in appearance sometimes 
seem to the reviewer to give the appearance of ginger-bread work. (7) If the 
redrafts of tables were set up in finished form, as well as in typewritten skeleton 
form, one could better judge the effectiveness of the changes indicated, and 
whether the table is pleasing in appearance. 

University of North Carolina Duprey J. CowDEN 


Statistical Adjustment of Data. By W. E. Deming. New York: John Wiley & 

Sons, Inc., 1943. Pp. x, 261. $3.50. . 

Dr. Deming has prepared one of the best books yet written on the application 
of the method of least squares to the adjustment of data. Although he says in 
the preface that a knowledge of differential calculus is not needed to interpret 
the results, it is doubtful if anyone with less mathematics than much of the 
calculus plus advanced matrix theory could understand the discussions. The 
notation is quite complicated in most cases; hence, a good foundation in higher 
algebra is essential. 

Certain definitions used by Deming are different from those with which the 
reviewer is familiar. He uses the word “adjustment” to apply to any method 
of arriving at an estimate to form a basis of action. His main theme should be 
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emphasized by every statistician: ‘“The object of taking data is to provide a 
basis for action.”” Much time and money has been wasted on securing data 
without any basis of action ever being recommended. Also, he admonishes 
people not to make recommendations based on few experiments; repeated experi- 
mentation is more important than the method of adjustment. 

The author sometimes fails to distinguish between what is to be proved later, 
what is being proved now and what is accepted as already proved. As an 
example, he takes up the problem of estimating the value of b in the regression 
equation y = br. Then he says that the weight of b is 2wz?. He fails to point 
out that this will be proved later. 

Most of the exercises are excellent thought-provokers; some provide only drill 
material. The book certainly can be used as a text; but supplementary exer- 
cises based on data known to the students are necessary. The examples used 
here should appeal to engineers; in fact, this seems to be the first serious attempt 
to present modern statistical methods so that the engineers can use them. For 
the social scientist, there is an excellent chapter on adjusting to marginal totals 
in sample census data. Since the whole adjustment problem is of such great 
importance in applying sample results to the entire population so that certain 
results agree with known facts, everyone handling such data should read Chap- 
ter VII. 

For those people who have trouble understanding the whole problem of weight- 
ing observations, Deming presents a rather exhaustive treatment in his first 
chapters. He presents a good method of considering the analysis of variance 
but for some reason does not mention the F-test, which is much easier to use 
than the z-test. 

The last half of the book concerns curve-fitting for more complicated cases 
than y = br. He makes the excellent warning to beware of extrapolating be- 
yond the realms of the data included in the adjusting process. The purpose 
of curve-fitting is to provide a means of making useful prediction on future data, 
but of the same type as those used in the adjustment. An error band is drawn 
about the calculated curve; points lying outside this are suspect and lead to 
investigations of causes. 

Of course, Dr. Deming includes several problems with both variables in error; 
most people in the biological and agricultural fields have disregarded the possi- 
bility of errors in z, but in economic studies, we may not be able to do this. 
For example, to predict future production-price relationships from present and 
past ones, one can hardly imagine one variable being any freer of error than 
another. Only in simple time-series analysis with ¢ as the independent variate 
can we assume such conditions. Here we are faced with other problems, which 
Deming does not consider. He constantly reiterates the necessity for normal 
independent variates, a condition so seldom met in time-series analysis that the 
whole least-squares solution becomes very complicated. Dr. Deming’s work 
certainly presents an excellent introduction to even this complicated problem. 

N. C. State College, University of North Carolina R. L. ANDERSON 
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Union Rights and Union Duties. By Joel Seidman. New York: Harcourt 

Brace and Company, 1943. Pp. viii, 238. $2.50. 

Considered as a sermon to the labor movement, the text of Mr. Seidman’s 
book might well be, “It is later than you think.” Now that unions are encour- 
aged and protected by law, and because the closed shop is so generally a labor 
objective, the trade union has ceased to be a wholly voluntary or private organi- 
zation and its conduct is a matter of public concern. Particularly in time of 
war, if there are recurrent crises in labor relations, public anger may give rise to 
hasty and ill-considered legislative action, unless the labor movement deals with 
abuses on its own initiative. The passage of the Smith-Connally Act in June 
1943,—evidently after the writing of Mr. Seidman’s book was finished—points 
up the accuracy of his diagnosis. 

The author is primarily concerned with setting up standards of conduct for 
unions as responsible organizations and thus tends to emphasize examples of 
restrictive and undemocratic practices, but he is careful to explain the origin of 
such practices, many of which seemed justified in the struggling, fighting-for-life 
stages of trade unionism. Also, in trying to picture union shortcomings in their 
appropriate background, he makes effective use of the “tu quoque” argument in 
dealing with the faults of management and of government officials in labor 
relations. 

Mr. Seidman examines various proposals to increase union responsibility and 
rejects some, such as compulsory incorporation, as being both unwise and inade- 
quate. His general thesis is that responsibility is a gradual growth, which 
cannot be imposed from without, but can be nurtured both by voluntary action. 
of labor and of management and by governmental measures. If unions are 
legally recognized as collective bargaining agents they should be open, clean and 
democratic. Governmental action is desirable to prevent restrictions on mem- 
bership and to insure impartial review of disciplinary procedure. Mr. Seidman 
suggests that the National Labor Relations Act should be amended to give the 
Board power to act on complaints of ‘‘unfair practices” by labor in these matters. 
Also strikes and picketing by a minority union should be outlawed once a group 
has been certified as bargaining agent by the National Labor Relations Board. 

Mr. Seidman’s book deserves consideration by all the parties at interest. 
One may hope that the wealth of illustration with which he supports his diag- 
nosis and proposa!s for cure will pique the interest of the general reader. This 
reviewer would have liked more pointed statements on some recurring motifs 
in the many illustrations, for example the ever-present fear of unemployment 
which has been the basis of so many restrictive union practices. Also, though 
the material of the book is well documented, the index is scanty and on page 
thirty-three of the text there are understatements of the salaries of two union 
officials. Hurried finishing of the book is suggested. This criticism, however, 
does not detract from the value of Mr. Seidman’s proposals which are based on 
rich experience and wide knowledge. 

Sweet Briar College Guapys BoonrE 
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_Using the Wealth of the World. By Robert I. Adriance. Boston: Little, Brown 
and Company, in association with the Atlantic Monthly Press, 1943. Pp. 
xiii, 429. $1.88. 

This text “describes the economic process and agencies for the average high- 
school boy and girl of sixteen to eighteen.” Following a brief introduction, the 
problems of the consumer citizen, including consumer choice of housing, and 
life’s risks, are discussed. Then follows the major portion of the book, treating 
the economic process, with attention to resources, technology, labor organization 
and government and employer policies toward labor, business organization and 
policy, money, transportation, marketing, and foreign trade. Two concluding 
chapters touch on comparative systems and vocational choice. Some sixty 
pages of teaching aids in the form of text study guide, activities guide, and 
reading suggestions are appended. 

A text of this or any other sort will be evaluated in terms of different notions 
of objectives. If one is searching for a text whose author is intelligently mindful 
of the learning level, needs and interests of those to whom it is addressed, this 
book should be perhaps definitely acceptable. This is no text on economic 
theory, yet is no chaotic conglomeration of unrelated facts and problems. It is 
pedagogically sound without flaunting pedagogical devices; it is interesting 
without inducing intellectual stultification; it presents a considerable amount of 
pertinent factual material without dryness; it raises issues and should induce 
the formulation of some conclusions but by a treatment devoid of bias, and on 
the whole the reviewer believes it should make a distinct, positive contribution 
to the student’s culture, whether or not formal study is continued beyond high 
school in college or university. 

This text is not above criticism. There are a few passages in which an alter- 
native choice of words might improve the presentation or make for greater 
exactitude. Some mature readers may object to what isn’t said. But on the 
whole, the author and the publishers have achieved a large measure of success 
in a difficult but much needed endeavor. 

Regional War Labor Board, Atlanta, Ga. A. G. GRIFFIN 


The Functions of the Commercial Banking System. By J. Brooke Willis. New 

York: King’s Crown Press, 1948. Pp. xiv, 225. $3.00. 

In a pecuniary economy in which banks provide the bulk of the circulating 
media the issue of banking functions is basic. For the individual bank the 
concept of these functions provides the criteria of its policies and their imple- 
mentation in day-to-day operations, and for the central banking mechanism a 
functional rationale is a prerequisite to intelligent collective facilities and such 
restraints as may be imposed on individual banking units. 

The present study performs a very useful service in assembling and analyzing 
certain theories of banking functions. Supplementary data are provided which 
depict recent changes in bank operations and assets. A chapter is devoted to 
issues revolving around bank capital with a concluding chapter on the future of 
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commercial banking. While there is little that is new, the treatment of the issues 
is stimulating and challenging. 

The author believes there is a fundamental conflict between those theorists 
who hold that the primary function of the banking system is the promotion 
of a high and stable level of employment and income through (1) the facilitation 
of investment and (2) the financing of governmental deficits incurred in relief 
and public work expenditures that are designed to achieve this principal objec- 
tive, and that school of thought which regards banks primarily as intermediaries 
for monetary savings, monetizers of individual debt, and providers of a clearing 
mechanism whose test is its ability to equate payments among the component 
units. The first school of thought, in the opinion of the author, regards banks 
as active economic agents, the second as passive instruments. By the same 
token the criteria of bank assets diverge. Self-liquidating loans are sound, while 
investments are suspect. 

In differentiating these theories and their cognate criteria the author exag- 
gerates the contrasts at least in so far as the real world of banking is concerned. 
For example, the spacing of bond maturities, substantial commitments in short 
maturities, the increasing importance of term loans with systematic amortization 
provisions have in practice combined to narrow the differences between loans 
and investments to a degree not suggested by this study. It is likewise doubtful 
whether the repeated testing of credits through periodic repayments and renewals 
provides a superior criterion of their quality than does the continuous evaluation 
of investments which the bond market furnishes in its daily quotations. Suspect 
is the view that banks are able substantially to shift cyclical losses on loans to 

- borrowers while losses on bonds arising from changing interest rates fall.on the 
banks. The relative charge-offs of national banks on loans and investments do 
not support this thesis. To regard the first type of banking as dynamic and the 
second as passive is an over-simplification since so much depends on the origi- 
nating forces in the economy which give rise to these assets. 

As the latter portion of the book suggests, but does not develop, the functions 
of a banking system cannot be divorced from time and circumstance. It is a 
component element in an organic economy, whose activities it finances, and it 
must be geared to the objectives of the whole. Immunization of the banking 
system from the internal pressures or external threats to which the economy is 
subject is undesirable and in fact impossible. The banking system is not an end 
in itself. It isa means toanend. If it be accepted that a high level of produc- 
tion and income can be maintained through positive action by government and 
business, much of the concern about the relative propriety of specific types of 
bank assets will be unnecessary. 

University of North Carolina B. WoosLEy 


A Treatise on War Inflation. By William J. Fellner: Berkeley and Los Angeles, 
California: University of California Press, 1942. Pp. x, 180. $2.00. 

Taxing To Prevent Inflation. By Carl Shoup, Milton Friedman, and Ruth P. 
Mack. New York: Columbia University Press, 1943. Pp. viii, 260. $2.75. 
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One characteristic of the theory of fiscal policy as presented in the American 
books published since mid-1941! is the extent to which authors overlook taxation 
and budgetary technicalities of major importance. Among examples of con- 
siderations often omitted are: the number and characteristics of the people 
needed to administer this or that measure; the extent to which existing adminis- 
trative machinery will accommodate itself to a proposed policy; the extent to 
which a change in tax laws inevitably discriminates unfairly against a minority; 
the relationships of fiscal policy to other phases of economic or social programs. 
In many cases, too, writers blithely condemn the Treasury without taking the 
trouble to examine the official presentation of its view. 

Professor Fellner is no exception among these theorists. For example, he 
criticizes Treasury policy at length; but he gives evidence that he has ignored 
official explanations of the Morgenthau viewpoint. However, it is only fair to 
say that Fellner’s expressions, unlike those of some other writers, are invariably 
temperate. 

Despite its title, the Treatise has rather limited objectives, mainly an examina- 
tion of those aspects of economic theory and economic fact bearing directly on 
the definition of American fiscal and related policy during the present war. He 
appears to be primarily concerned with presenting a reasoned statement of his 
own program rather than with a major new contribution to the theory of inflation 
as such. His analysis of underlying conditioning factors, however, is far from 
negligible. 

The volume on Taxing To Prevent Inflation is presented in four chapters: 
(1) “A Technique for Estimating the Amount of Taxation Necessary to Avert 
Inflation”; (2) ‘“Taxes Available to Avert Inflation,” by Carl Shoup; (3) ‘““Meth- 
ods of Predicting the Onset of Inflation,” by Milton Friedman; and (4) “A 
Technique for Analyzing and Anticipating Change in National Income,” by 
Ruth P. Mack. Those economists who know the authors are likely to assume 
from the title that this work is indispensable for researchers in the larger aspects 
of Federal taxation and useless for others. The first assumption would be correct; 
the second, erroneous. As to the contribution to methodology, the authors 
employ an essentially quantitative approach; moreover, the findings are as 
important for the business-cycle as for the taxation theorist. 

The study, although directed mainly toward research technique, can assist 
materially all those persons who have an interest in public policy. Indeed, 
Carl Shoup’s chapter on “Taxes to Avert Inflation” includes a penetrating 
discussion of the comparative merits of several possible methods of taxation 
which the United States could have used at the outbreak of the war. The two 
possibilities studied in some detail are personal-income and retail-sales taxes, the 
relative advantages of each of which are well presented. Shoup has not over- 


1 This includes, in addition to these two, for example, A. G. Hart and others, Paying for 
Defense, Philadelphia: Blakiston, 1941; A. H. Hansen, Fiscal Policy and Business Cycles, 
New York: Norton, 1941; Tax Institute, Financing the War, Philadelphia: Tax Institute, 
1942. It does not in the same degree apply to the Treasury studies and the hearings before 
congressional committees. 
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emphasized either administrative or psychological factors. Mainly, the argu- 
ment is economic—and in the neo-classical vein. 
Bureau of Business Research, James W. Martin 
University of Kentucky 


Wartime Government in Operation. By W. H. Nicholls and John A. Vieg 

Philadelphia: The Blakiston Company, 1943. Pp. xiii, 109. $1.50. 

This concise little book by an economist and a political scientist from that 
stronghold of middle-western farmers—Iowa State College—was sponsored by 
the American Council of Public Affairs. It purports “to review wartime policy- 
making and administration in two selected fields—manpower and food—and 
insofar as possible to determine how general governmental attitudes and ma- 
chinery may have prevented the wartime manpower and food programs from 
being as effective as they yet need to be.” In seven clearly reasoned, well 
organized chapters, the authors attempt to reach this objective by answering 
the following questions: What have been the wartime manpower and food pro- 
grams? What have been the major defects of each? What governmental 
factors have been behind these defects? What have been the interrelationships 
between the labor and the farm programs? How might these interrelationships 
have been better used to strengthen both programs? What changes in govern- 
mental attitudes and machinery might contribute to this end? 

The authors’ outline of the manpower and food programs which have been 
developed as a part of our war effort is too skeletal to satisfy the reader who is 
looking for a clear description of these programs. It does not provide an ade- 
quate factual basis for the excellent analysis of the defects of each program and 
of the governmental factors of an administrative and legislative nature which 
underlie these defects. Chief among the defects in our manpower program have 
been (1) the failure of the War Manpower Commission to develop a co-ordinated 
plan of manpower allocation; (2) costly delay in crossing over from a peace-time 
milieu characterized by a 40-hour week, freely rising wages in non-war as well 
as war industries, and only tepid acceptance of the necessity of avoiding strikes 
to a war basis in which longer working hours, stabilized wage levels, and a 
vigorous policy of curtailing time lost through strikes are effective; and (3) pre- 
occupation of Congress with threats to pass legislation which would have 
obstructed the transfer of men from civilian life to the armed services and which 
would have seriously impaired the morale of war workers, especially union 
members, to such a degree as to virtually force manpower problems to become 
“polarized” in the hands of the Executive branch of the government rather than 
to become the joint responsibility of Congress and the Executive. 

The major weaknesses in our food and price control program cited by the 
authors include (1) unwillingness of both Congress and the Executive to break 
sharply with the peace-time aim of preventing crop surpluses and maintaining 
farm prices at or above “parity price” levels; (2) failure to develop flexible price 
policies which would stimulate the production of such essential foods as milk, 
lard, and vegetable oils to a greater degree than the less essential wheat, cotton, 
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and tobacco; (3) delay in establishing consumer rationing of major food products 
and in failing to develop either effective public co-operation through adequate 
information concerning price control or prompt and adequate prosecution of 
price violations; and (4) conflicts in authority among different agencies dealing 
with food, especially the Department of Agriculture, OPA, WPA, and the War 
Manpower Commission. 

Perhaps the most significant feature of the author’s analysis of the govern- 
mental factors underlying the defects just outlined is ‘the polarization of labor 
policy in the Executive branch and of farm and food policy in the Congressional 
branch” and the consequent failure to bridge the gap created by this functional 
perversion of the traditional doctrine of separation of powers. This situation 
has resulted not only in the type of pressure for special favors at the hands of 
the government which one would expect such powerful special interest groups 
as labor and agriculture to exert but has actually resulted in wages and farm 
prices being increased because of the identification of labor with the Executive 
branch and Congress’s adoption of farm aid as its pet project. The authors 
suggest all too timidly the necessity of developing real national policies jointly 
determined by the President and Congress with respect to both labor and food 
problems as an alternative to the separate Executive labor policies and Con- 
gressional farm policies which have been played off against each other and have 
failed to earn public confidence and support. 

While the reader may be repaid by study of the detailed description of the 
specific governmental factors which are presented by the authors as an explana- 
tion of the defects of the manpower and of the food programs, the more signifi- 
cant factors can be discovered by the analysis of proposed means by which a 
more effective wartime government can be attained, which is presented in the 
concluding chapter of the book. Perhaps the weakest part of the argument is 
the discussion of changes in the attitude of Congress, the Executive, and the 
public which ought to occur if the war effort is to be advanced. One could not 
disagree with these suggested changes in attitude. But they are so largely 
wishful thinking and pious preachments that they have little place in a book 
which for the most part is down-to-earth and realistic in its approach. It is 
difficult to believe that the same persons who advance such pregnant, practicable 
ideas for changing our governmental and extra-governmental machinery to the 
end that it may function more effectively in wartime would waste their own and 
the reader’s time with nebulous discussions of changing the attitudes of persons 
who make up the legislative and executive branches of our government and the 
public itself. 

The most significant proposal for changed governmental machinery is the 
development of a “Joint Committee on the Conduct of the War,’ modeled 
after the Truman Committee of the Senate and the Tolan Committee of the 
House. The authors rightly emphasize throughout their analysis the excellent 
record these committees have made in making our wartime government more 
effective. Their chief weakness has been the failure on the part of their respec- 
tive parent bodies to afford them the official status their activities merit. It is 
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further suggested that sub-committees of this general committee be set up which 
would parallel the various phases of war administration, such as Food Produc- 
tion and Distribution, Manpower, Industrial Production, Inflation Control, 
etc., with a suitable balance of such special interests as regions; rural and urban 
groups; ard farm, labor, business, and consumers on each sub-committee. Such 
an over-all war committee would tend to develop into a sort of “Legislative 
Cabinet,” which would provide formal, continuing channels of co-operation and 
exchange of information between Congress and the Executive. While this 
suggestion is perhaps a bit optimistic, in view of the firmly entrenched traditional 
committee organization of Congress along different lines, the existence of the 
two special committees mentioned above and their widespread public support 
would appear to make such a proposal feasible. It would accomplish far more 
toward achieving unity in farm, labor, and other wartime policy-making than 
volumes of wishful thinking about more co-operative attitudes. 

Specific changes in machinery in the Executive Branch should center, accord- 
ing to the authors, in systematic co-ordination of the functions and authority of 
the various wartime agencies. A practical move in this direction would involve 
the giving by the President to the Office of War Mobilization clear and unmis- 
takable authority to (1) consolidate duplicating war agencies; (2) integrate 
functions of peacetime and wartime agencies; (3) clearly define the area of 
authority of each war administrator and (4) determine what additional statutory 
authority is still needed to make each agency effective. Repeated emphasis is 
given to the necessity of providing Presidential support for sound decisions made 
at various levels within the administrative hierarchy and the prompt removal 
from office of those subordinates who are unable to make decisions worthy of 
such support. Better administrative machinery would fix individual responsi- 
bility for shortcomings in administration and make it possible to wield the 
removal power with less hesitation. In connection with this problem, the de- 
velopment on the part of administrators, at the points of contact with the general 
public, of a keener sense of the importance of public co-operation in making 
wartime controls work and of use of administrative procedures which would 
bring forth this public co-operation rather than the arbitrary, “crack-down,” 
local ‘‘public-be-damned”’ type of actions which have been evident all too often, 
would lubricate the wheels of our wartime governmental machinery to an incal- 
culable degree. 

A third and final type of improvement in governmental machinery suggested 
by the authors which deserves special [emphasis has to do with the internal 
reorganization of pressure-groups. These extra-governmental agencies are so 
powerful in shaping policy, particularly in manpower and farm problems, that 
they are really governmental mechanisms. The writers suggest that (1) these 
pressure-groups should be democratized internally; (2) that machinery should be 
provided by each group for careful examination of their present goals and 
methods with a view to determining whether they are consistent with the best 
short-run and long-run interests of the groups themselves; and (3) that these 
groups in their own self-interest be assisted to “come of age” through their 
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recognizing the necessity of subordinating the narrow group interests to the 
broader public interest because of the interrelationships among labor, agricul- 
ture, industry and the government itself. 

While the book tends to generalize unduly concerning the whole field of war- 
time government on the basis of specific study of only manpower and food pro- 
grams, and provides a disappointingly incomplete picture of even these pro- 
grams, it is a noteworthy example of a joint venture by an economist and a 
political scientist in leaving their ivory towers and grappling in scholarly yet 
realistic fashion with the vital problems of wartime government. The book 
deserves wide reading not only as a means of bringing about more effective 
wartime government but also as a stimulating model to other social scientists 
who feel the urge to put their talents to work. 

College of William and Mary CHARLES 


The South in American History. By William B. Hesseltine. New York: Pren- 
tice-Hall, 1943. Pp. xiv, 691. $4.25. 

This is a revised and enlarged edition of Professor Hesseltine’s A History of 
the South, 1607-1936, which was published in 1936. A considerable portion of 
the text has been rewritten and some parts of it have been reorganized, particu- 
larly the section dealing with slavery and the abolition movement. Cultural 
history receives more emphasis and the three chapters on the New South have 
been expanded into five. The present volume is far superior to the earlier one 
in balance, organization, format, style, bibliography and illustrations. 

The change of title is partly the result of the author’s conviction that the 
South, despite its historic assertion of separateness, its peculiar institutions, and 
the distinctive features which it presents to the popular imagination, cannot be 
treated apart from general American history. If there is nothing distinctive 
about the South, one wonders if there is need for a history of the region. But, 
in spite of Professor Hesseltine’s thesis, much of the expanded portion of this 
volume relates to things which are peculiarly Southern and, although he does not 
stress such factors as climate and the plantation system as heavily as some other 
historians, he does indicate various factors which have tended to make the South 
distinctive. One might wish that less space had been devoted to thegeneral 
political and military history of the South and more to those aspects of eco- 
nomic, social and political life which have been considered peculiarly Southern. 
More emphasis might have been placed on political theory, constitutional devel- 
opment, ante-bellum industry, transportation, banking, the credit system of the 
Old South, mining, the economics of slavery, the small farmer, the industrial 
laborer, architecture, literature, newspapers, education and religion. 

The book contains many generalizations which might be questioned and some 
which are either exaggerated or untrue. Did every planter in colonial Virginia 
maintain ‘‘a storehouse from which he sold supplies to the farmers’ (p. 41)? 
Is it true that “harpsichords, pianos, flutes, guitars, or organs were found in 
every mansion” (p. 54)? Did all North Carolina people refuse to pay quit 
rents (p. 77)? Did “hired managers” on the plantations commonly receive a 
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share of the crop” (p. 266)? Did the Fifteenth Amendment “guarantee all 
citizens the right to vote” (p. 519)? Were all Southern whites “excluded from 
the polls and from holding office” (p. 528)? Were Jefferson’s political followers 
called “Democrats” or “Republicans” or ‘Democratic Republicans?” Pro- 
fessor Hesseltine applies all three names to them in one chapter. 

There are scores of factual errors in the text, some of which are minor but 
many of which are flagrant. The Jamestown plantation did not have a “gov- 
ernor” at first (p. 8). The boundaries of Carolina under the 1663 charter were 
not ‘36°30’ and 29°” (p. 22); these were the territorial limits according to 
the 1665 charter, which the author failed to mention. The statement that “the 
two Carolinas were separately governed from the beginning and were formally 
separated in 1729” (p. 24) is misleading, if not factually incorrect. Clark and 
not ‘‘Willard” edited the State Records of North Carolina and Guion Johnson’s 
Ante-Bellum North Carolina is not a “general history” of the state (p. 73). 
Negro slavery was not introduced into Virginia in 1619 (p. 39); the Virginia 
Statute for religious freedom was adopted in 1786 not 1785 (p. 113); the Vandalia 
colony was not chartered in 1772 or at any other time (p. 84); Virginia’s claims 
to western lands were based on the 1609 charter, not that of 1606 (p. 122); and 
Nat Turner’s insurrection was in 1831, not 1830 (p. 207). Thomas Jefferson 
did not ‘‘maneuver the defeat” of John Randolph’s re-election to Congress (p. 
159); Randolph was re-elected. Vance defeated Holden for governor of North 
Caroline 58,065 to 14,471, not by “the narrowest margin” (p. 448). Alexander 
H. Stephens was not a United States Senator in 1861 (p. 377). 

Too many proper names have been misspelled, but space will not permit a 
complete list. Here are a few samples: Culpepper appears Culpeper, Tyron for 
Tryon, Burker for Barker, Sprout for Sprunt, Wring for Wrong, Eckerode for 
Eckenrode, Pierce for Peirce, Carolina for Caroline, Brooke for Brooks, Sims for 
Simmes, and Halper for Helper. 

The bibliographies accompanying each chapter are an improvement over the 
previous volume, but they omit several of the best general state histories as well — 
as some significant monographs. One is surprised to find no.reference to 
R. D. W. Connor’s History of North Carolina or D. D. Wallace’s History of South 
Carolina. On the other hand, J. W. Moore’s History of North Carolina, one of 
the poorest state histories ever written, is listed and without comment. There 
is no reference to A. L. Fries, Records of the Moravians in North Carolina, al- 
though her study on Moravians in Georgia is listed. There are manyerrors in 
titles, places and dates of publication, and number of volumes in sets. 

University of North Carolina Hues T. LEFLER 


Food Enough. By John D. Black, Harvard University. Lancaster, Pennsyl- 
vania: The Jaques Cattell Press, 1943. Pp. vii, 112. $3.50. 

This book is written by a man who is familiar with the practical and the 
theoretical aspects of the subject presented—the adequate provision of food on 
both a national and international scale. For the duration of the war, we will 
be occupied with the task of supplying our armed forces with food and of supply- 
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ing the freed nations when the war is over. If this goal is not achieved it will 
be the result of human factors because of the fact that “we did not order and 
organize our production, processing, and consumption so as to produce, process, 
and distribute, and eat the right foods.” (p. 4) Food to win the war will merge 
gradually into food for relief, and this in turn into food to make and keep the 


peace. 

In brief resumé, Mr. Black says that the production of food has been hampered 
at times as a result of differences between Agriculture and Labor with a thwarted 
government standing helplessly in between; that food is needed by our armed 
forces and war workers so that their work can be efficiently and effectively 
accomplished; and that too often the latter group has not provided itself with 
adequate iunches; that civilians (also our allies and friendly nations unable to 
grow their own foodstuffs) have to rely upon outside supplies of foods they 
cannot grow; and that the foods we produce as well as those we can afford are 
often unadapted to our needs or to our pocketbooks. He believes that a knowl- 
edge of the costs of labor and other resources used in processing and distributing 
different foods, if available, would make it possible to determine which of them 
should be produced where, and thus to reduce the high cost of purchased goods 
when it is the direct result of too many persons engaged in distribution. He 
finds it significant in this connection that all production increased only 12 per 
cent between 1910 and 1940 in this country while in the same period the number 
of all persons engaged in distribution increased 90 per cent. (p. 210) 

Before condemning France and Italy for keeping Morocco and Tunisia as 
colonies to produce the foods needed by the ruling nation, he suggests that “our 
own South is still pretty much of a colony as far as its agriculture is concerned.” 
(p. 224) The lack of adequate food supplies operates as one of the major factors 
contributing to war in the modern world. Political rights are not enough to 
insure an adequate living—not even enough to eat, (p. 229) and they must be 
reinforced with an international exchange of food to insure minimum standards 
of living. Military preparedness may be a valid reason for supporting a line of 
production at a monetary loss but it is often applied to the wrong type of product. 
It would be cheaper, for example, to keep wheat in storage an extra year than to 
subsidize wheat-growing with exorbitant tariffs as several European countries 
have been doing. It would be much better to keep the land in pasture and let it 
build up fertility. (pp. 239-240) 

The international aspect of the food problem had been seriously considered 
by a nutrition movement started by the League of Nations. Representatives of 
the League, the International Labor Organization, the International Institute of 
Agriculture, along with food experts, organized in 1935 and later, presented a 
committee report estimating that in the United States and Western Europe 
from 20 to 30 per cent of the population was malnourished; and in Asia and the 
East Indies, about 75 per cent of it. By 1918 similar committees had been set 
up in twenty-six countries, and the League had provided for annual meetings 
of representatives of these committees. The movement to make food more 
available to underfed groups was developing strongly when the war began. 
(pp. 244-5) 
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The future program of food distribution should not consider the declining 
prices of foods but their declining consumption. (p. 258) An organization should 
be developed for getting enough food distributed regularly so that no groups of 
our people shall have less than a minimum adequate diet and should have care- 
fully worked out plans under which this organization can handle emergency 
peakloads. (p. 258) Though the rest of the national economy may be found 
lacking in another postwar breakdown, the agriculture and food part of it need 
not! (p. 259) 

The main criticism to be found with this book is the lack of footnotes to indi- 
cate the sources of information from which the statistical data were taken. 
The book does give the reader a better perspective of the food problem and it 
answers the questions raised by a “jingo” press about present and future food 
shortages in the United States. For these reasons it needs to have wider circu- 
lation in order to combat the many rumors that have been circulating in this 
country concerning food and nutrition shortages as well as to spread an under- 
standing of the role of the United Nations when the war is over. 

College of William and Mary Josep E. Nuquist 
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ALABAMA 
A review of Alabama business in 1943, just published in the University of 


nw Alabama Business News, presents a rather complete statistical picture of the 


present economic situation in this state. Business activity appears to remain 
at boom-time levels, although it appears that peaks have been reached in many 
series. The production of cement, coal, coke, and cotton cloth was less than a 
year ago. For the index of cotton consumption, this is the first annual decline 
since 1930. Building construction dropped off perceptibly to a figure only 15.7 
per cent above the pre-war index for 1940. The consumption of electrical energy 
for industrial purposes continued to rise throughout the year although at a much 
slower rate. Among the causes for the declines in production activity were 
mainly man-power shortages, labor difficulties, diversion of raw materials to 
lend-lease shipments, and the curtailment of government demands. 

Agricultural production in the state also showed considerable gains for the 
year. Leading crops, when compared with production indexes for the year 1942, 
showed percentage gains as follows: cotton 3.2, corn 10.4, peanuts 49.0, Irish 
potatoes 31.7, and sweet potatoes 27.9. Oats on the contrary declined 18 per 
cent below 1942 production. Since there was only a 1.3 per cent increase in 
crop acreage over the past year, increased yields must have accounted for the 
major part of the increase in production. 

Indexes of consumer activity in Alabama continued to rise throughout the 
year of 1943. The series computed for retail sales, department-store sales, life- 
insurance sales, and bank debits were considerably above 1942 levels. The 
number of persons on payrolls in approximately 1400 establishments showed a 
slight downward tendency throughout the year whereas the amount of payrolls 
showed a marked increase. The average weekly wage rose from $31.97 in 
January to $35.65 in September, the peak month of 1943. Cost of living indexes 
registered increases in line with the general increases throughout the country. 

The Alabama State Planning Board has released a report on population trends 
which reveals several interesting features. Alabama’s Negro population is con- 
centrated in the south-central and southern parts of the State in which there 
are eleven counties with more than 70 per cent of the population Negro. Chil- 
dren under 15 years, concentrated mainly in the rural sections, constitute almost 
one third of the entire population of the state. The same counties that have a 
large proportion of children under 15 also have a larger proportion of persons 
over 60. Persons in this age group represent 7.4 per cent of the population of 
Alabama. Cash incomes in Alabama for the census year 1940 remained still 
very low, 4.6 per cent of Alabama’s wage earners receiving less than $200 per 
person per year. For the rural farm workers this percentage rises to 69. Above 
the $1200 a year level almost none of the farm population are included, while 
only 19 per cent of the urban and 10.3 of the rural non-farm population exceeded 
that figure. 
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State finances seem to be in excellent condition. In January Alabama’s 
treasury balance reached an all-time high of $45,567,175, with fiscal experts 
estimating that $25,000,000 of this could be termed “Surplus” funds. Of the 
latter amount approximately $11,000,000 is in the special educational trust fund. 
It is predicted that this figure will remain an all-time high since revenues are 
expected to decline in the future. Several items of revenue, however, showed 
considerable increases during the last quarter of the calendar year when com- 
pared with the same period of a year ago. These were privilege-license taxes 
collected on the opening of businesses, land-sales taxes collected on property 
sold by the state, taxes on motor vehicles and sales taxes. Sales tax collections 
for the month of December broke all previous records by gaining 8 per cent 
above those of the same month a year ago. 

Several years ago the State of Alabama devoted about 150 acres to the culti- 
vation of ramie, an oriental fibre plant which many agricultural experts pre- 
dicted would furnish strong competition for cotton. This year the state will 
receive about $65 per acre for this crop from a firm which will set up a factory 
to remove the bark from the staiks of the plant before the product is sent else- 
where for manufacture into fabric. The state stands to realize about $15 per 
acre profit from the project. 

It has just been announced that the General Education Board has made a 
grant of $60,000 to the Bureau of Public Administration of the University of 
Alabama to be available at the rate of $15,000 a year. The Tennessee Valley 
Authority has announced the opening of navigation on the Tennessee river with 
a channel of a minimum depth of 9 feet all the way from Paducah, Kentucky 
to Knoxville, Tennessee. In Birmingham, Alabama, a huge detinning plant 
designed to salvage tin from cans collected throughout the southeast has just 
gone into operation. The plant has an annual capacity of 22,000 tons, or about 
300,000,000 No. 2 household-size cans. 

University of Alabama E. H. ANDERSON 


FLORIDA 


Florida continues to feel the stimulus that the waging of war on an unprece- 
dented scale exerts upon business, employment and agriculture. Using bank 
debits as a measure of business activity, the six largest cities of the state reported 
a gain of 34 per cent in 1943 over 1942, as compared with a national gain of 
23 per cent. Employment in non-agricultural establishments, which has been 
greatly increased in recent years through the rapid growth of ship-building 
facilities in the state, continues at a high level. The agricultural interests, 
having produced record crops and a record cash income during the 1942-1943 
season, are aiming at higher goals during the coming season. As was the case 
last year, the scarcity of labor appears to be the greatest obstacle, aside from 
the vagaries of the weather, to the harvesting of bumper crops. By means of 
numerous adjustments of ceiling prices and support prices and purchases by 
various government agencies, it appears that cash income will be reasonably 
satisfactory to the producers. 
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But while economic activity and money income continue at a high level, there 
is widespread recognition that these desirable conditions may very quickly be 
replaced by their opposites. Throughout the state, influential and fore-sighted 
citizens are organizing city and county committees to lay plans for the future. 
These plans, it is hoped, will go far beyond making temporary provision for 
modifying the effects of demobilization of men from the armed services and the 
release of workers and capital from the war-stimulated industries and other 
activities in the state. The plans that are most needed, and that are being 
attempted in numerous instances, are programs which aim at a long range devel- 
opment and exploitation of the state’s resources and opportunities. 


* * * * * 


The fiscal condition of the state appears to be satisfactory. Balances in 
various special funds are increasing, in some cases quite rapidly, but almost all 
of these funds are earmarked for special purposes which will not involve any 
considerable disbursements in the near future. Receipts from the gasoline tax 
of seven cents a gallon were $20 million in the year 1943, a decrease of about 
three million dollars from 1942. However, the three-cents-a-package tax on 
cigarettes which became effective on July 1st has yielded $2,926,000 during the 
six months to January Ist. Since this tax was expected to produce $3,500,000 
per year, it appears very likely that its yield will exceed estimates by two million 
dollars during a full year. The taxes on liquor and on horse- and dog-racing are 
yielding larger amounts than a year ago. For these reasons, as well as the 
approach of the primary elections, there is agitation for a special legislative 
session to increase appropriations for old age pensions and for the public schools. 


* * * * * 


The precedence of OPA ceiling prices over minimum prices established by the 
Florida Milk Commission was upheld by a recent decision in Federal District 
Court. In certain sections of the state where a shortage of milk was threatened, 
the state Milk Commission authorized minimum prices which were one or two 
cents per quart above the OPA’s ceiling prices. When milk dealers attempted 
to charge the Commission’s prices, the attorneys for OPA secured an injunction 
prohibiting sale at a price above the ceiling set by the OPA. 


* * * * * 


Oil is the most recent Florida “discovery” to arouse widespread interest. 
Although drilling has taken place at many scattered spots throughout the state 
for many years, the first recovery of a significant amount of oil, and one that 
offers hope that substantial quantities may be located, has been made in the 
past few months. Humble Oil Company of Texas, a subsidiary of Standard Oil 
of New Jersey, has drilled a well at Sunniland in the Everglades. 7363 barrels 
of oil, and a somewhat larger amount of salt water, were produced in the first 
four days of operation. Activity was then suspended until pumping equipment 
from Texas could be installed. Immediately following the news of the ‘‘success”’ 
of this well, state officials were deluged with applications for oil leases. Most 
of the Everglades land belongs to the state, but requests for oil leases on many 
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other tracts of state-owned land were also filed. So great was the rush for 
applications that the Florida cabinet decided to delay the granting of any new 
leases until more detailed and complete information concerning the initial dis- 
covery was available. 


* * * * * 


In the months since the 1943 Legislature enacted laws regulating labor unions 
and labor recruiting, several court actions have been instituted against labor 
unions and officials. Otis G. Nation, business agent of the Florida Citrus and 
Allied Workers Union (CIO), was found guilty, by a jury in Orange County 
Criminal Court of Record, of recruiting labor for out-of-state employment with- 
out paying a state license fee of $1,000 plus county fees of $500. He was sen- 
tenced to pay a fine of $1,500 and costs or serve one year in State prison. His 
arrest followed soon after a chartered train took 438 workers from Orlando to 
the Campbell Soup Company plant in Camden, N. J. Subsequent to, and 
because of this conviction, the state labor union licensing board denied Nation 
a license to act as business agent of the union. Such licenses must be secured 
by all business agents and financial secretaries of unions, according to the pro- 
visions of a 1943 statute. 

Acting to enforce other sections of the same law, the Attorney-General has 
instituted suits to enjoin the Jacksonville local of the United Association of 
Journeymen Plumbers and Steamfitters (AFL) from operating as a union, and 
to restrain Leo H. Hill from acting as business agent of the union, because the 
union and Mr. Hill had not registered or applied for a license as required by the 
statute. (Mr. Hill is also president of the Florida Federation of Labor [AFL]). 

In three other suits, the Attorney-General is attempting to have closed shop 
contracts set aside. Two of the largest shipbuilding corporations in the state 
are defendants in two of the suits. It is contended that the corporations have 
no authority under their charters to enter into closed shop contracts, since such 
contracts are unconstitutional, in that they create monopolies in employment in 
favor of the unions with whom the contracts have been signed. 

University of Florida Harwoop B. DoLBEARE 


GEORGIA 


An activity index for the city of Atlanta has been constructed by Joseph C. 
Seibert, Assistant Professor of Business Administration at Emory University. 
The index extends back to 1920. For the period 1920-1929 the index is on an 
annual basis; after that the statistics are for months. Series included in the 
index are those for bank debits, postal receipts, railway express shipments, ‘long 
distance telephone calls, and electric power consumption by commercial and 
industrial users. Each series is adjusted for seasonal variation and then weighted 
in the construction of the composite index. 

The results show that business activity in Atlanta now stands at 180 per cent 
of an average which existed during the years 1935-1939. The present level of 
business in Atlanta is 50 per cent higher than that existing before the war, and 
the index figure of 180 compares with a depression low of 68 which came early 
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in 1933. ‘The high point in 1929 was 94, and business in Atlanta today is there- 
fore double what it was in the previous prosperity peak. The low point in 1921, 
from which this prosperity period began, registered in the index as slightly above 
60. In Atlanta the wartime rise in business therefore has dwarfed the pros- 
perity expansion of the twenties. 

This last statement, however, can also be applied to the country as a whole, 
and a comparison of the Atlanta index with the index of the Federal Reserve 
Board for the United States shows that Atlanta’s wartime rise was even less 
than that for the nation. Comparisons of this type promise to reveal much 
concerning the city’s economic activity, and research is being conducted to 
determine the most important stimulants to the city’s economic fluctuations. 
Various measures have been applied and in general the conclusion appears that 
changes in Atlanta’s business are somewhat more closely allied to changes in the 
nation as a whole than to state or regional changes. 

Most public services by the State of Georgia increased during the last fiscal 
year despite the loss of $1,423,752 in state taxes. The decline in tax collections 
was less than had been expected, since gains in income taxes, general property 
taxes, liquor, beer and wine taxes and cigar and cigarette levies largely offset 
the drop of $7,353,000 in motor fuel taxes resulting from gasoline rationing. 

In spite of this decline, the motor fuel tax remained the principal source of 
tax revenue, providing $18,313,040 out of total tax collections of $57,009,692 
for the fiscal year 1943. Next in importance were income taxes of $15,325,381, 
a gain of $4,000,000. It should be emphasized, however, that this improvement 
in income tax collections probably will not be maintained. Since all payments 
actually made to the Federal government during the calendar year 1943 are 
deductible on the state income tax return for 1944 in Georgia, the higher Federal 
income tax for 1943 plus the introduction of the pay-as-you-go plan will un- 
doubtedly cause a sharp reduction in income tax revenue for the state in 1944. 
The liquor business was Georgia’s third most important source of tax revenue. 
Alcoholic and malt beverage and wine taxes of $6,732,160 were $1,607,000 
higher than in 1942. Other important taxes which showed an increase in revenue 
produced in 1943 were cigar and cigarette taxes, amounting to $4,628,469, and 
the general property tax, which added $4,313,361 to the income of the state. 

In addition to tax revenue Georgia received grants from the Federal govern- 
ment amounting to $16,972,173 during the last fiscal year compared to $15,- 
336,529 the previous year. Operating earnings of various state departments 
and institutions, rents on investment properties and miscellaneous revenues 
brought the total receipts of the state during this period to $84,156,869, or 
$2,848,082 more than in 1942. 

Total payments for all purposes out of all funds last year amounted to $85,- 
787,475. The excess of $1,630,606 in payments over receipts reduced the balance 
in the state treasury from $9,655,285 on July 1, 1942 to $8,024,679 at the begin- 
ning of the present fiscal year. 

The largest operating payment to any diiaiitaiiiils was $21,793,534 to the 
Department of Education. This was an increase of $3,458,000 over 1942, and 
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an all-time record for the support of the common schools in Georgia. The high- 
way department received $17,863,580 for operations, plus $5,333,581 for debt 
retirement, an increase of $2,000,000 over the previous year for both purposes. 
Public assistance payments amounted ‘to $9,510,956, an increase of $1,800,000, 
while the University System was paid almost 50 per cent more than in 1942. 
It received $9,972,149 from the state last year, as compared to $6,911,364 the 
year before. Other departments receiving more funds during 1943 were Public 
Health, the Tuberculosis Sanatorium at Alto, Georgia, and ,the prison system. 

‘On the other hand, payments for operation of the departments of agriculture, 
banking, entomology, game and fish, executive, library, military, milk control, 
parks, prison board, public safety, revenue, state, veterans’ service and work- 
men’s compensation were reduced in the interests of economy. 

Not the least interesting feature of the State Auditor’s report from which 
these figures are taken was a breakdown of the allocation of receipts to depart- 
ments upon a percentage and upon a per capita basis. This analysis indicates 
that direct support of education by the state government through the Depart- 
ment of Education and the University System absorbed 37.7 per cent of all State 
revenue receipts, or $10.17 per capita, during the fiscal year 1943. The Highway 
Department received 21.2 per cent, or $5.72 per capita, while another 15.6 per 
cent, or $4.20 per capita, went to counties for roads and public debts. Public 
welfare received 13.1 per cent, or $3.52 per capita, and all other agencies, includ- 
ing public health, state institutions and hospitals, received 12.4 per cent, or 
$3.33 per capita. 

Emory University ALBERT GRIFFIN 


KENTUCKY 


At the time this note was written (February 13) the biennial session of the 
legislature had accomplished very little, though many important bills were 
awaiting action. The incoming Republican administration had pledged higher 
salaries for school teachers and repeal of the income tax. It was forced to 
repudiate the latter promise for fear an inherited general fund surplus from the 
retiring Democratic administration of about $10,000,000 would be dissipated 
and replaced by a debt, a development not calculated to appeal to an electorate 
proud of the fact that the state’s floating debt, largely brought on by unbalanced 
budgets, had at last been retired. Earmarking of some of this surplus and some 
of the road fund has been considered by the Democrats. The budget bill itself 
had not been approved, although $3,000,000 were added to the fund for public 
school teachers’ salaries in a separate act. About the only other measure ap- 
proved was one abolishing the offices of the nine State Highway Advisory 
Commissioners. 

The highlights of the accomplishments of the retiring administration were 
presented to the people of the state in a seventy-four page illustrated booklet 
released after the new Governor had taken office. Several of these accomplish- 
ments have been noted from time to time in the State News. A few others 
deserve mention. County credit was restored, and the counties have been saved 
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$100,000 annually in interest alone as a result of debt refinancing. State insti- 
tutions and public buildings were restored at a cost of $4,500,000. Much yet 
remains to be done. The cost of collecting state revenue was reduced to 79 cents 
on each $100, among the lowest in the nation—perhaps too low for best results. 
A system of selection of state personnel upon the basis of qualification through 
individual examination was inaugurated. However, failure met the attempt to 
repeal the constitutional limitation of salaries of public officials to $5,000 (Gov- 
ernor already excepted). 

Raw materials and goods in process are tax exempt in Kentucky; but the 
Court of Appeals recently held that exemption ceases to apply to raw materials 
when they have been processed sufficiently to be sold, even if the finishing touches 
are not added. The case involved 12,000,000 feet of lumber, and the Court was 
of the opinion that the company would no doubt have sold all the lumber rough- 
dressed if it had had offers, since 36 per cent of it was so sold. 

All types of Kentucky tobacco sold for excellent prices in the season just closed. 
Burley tobacco, about 275,000,000 pounds of it, brought approximately $124,- 
000,000 to the growers, and the heavier tobaccos of the western part of the state 
also sold for good prices. Last October the Burley growers voted about 21 to 1 
in favor of continuation of marketing quotas. In 1940 the vote was 4 to 1. 

The record fall and winter drought which has plagued the state is a growing 
menace to crop production in the coming season. Where is the old circuit rider 
who prayed, “Oh, Lord, send us a rain; not a gentle sizzle sozzle, but a ground 
soaker and a gully washer’’? 

University of Kentucky RopMAN SULLIVAN 


NORTH CAROLINA 


All indications are that economic activity in North Carolina reached its peak 
during the third quarter of 1943 and, while some indices have maintained these 
high levels, others have a tendency to slope off to lower levels. Total expendi- 
tures as indicated by debits to individual accounts in the 9 largest cities of North 
Carolina showed a slight increase for the year over 1942, about 1.1 per cent. 
Prices rose slowly but steadily during 1943 especially in unprocessed food items, 
certain types of wearing apparel and furniture. Department-store sales defied 
all predictions and rose steadily until November. December sales did not rise 
to the seasonal expectations but probably this was due to the propaganda pro- 
gram for early purchases, especially for servicemen overseas, which showed up 
in November saies. Department-store sales exceeded those of 1942 in every 
month. Wholesale trade in the most important lines of drugs, dry goods, 
groceries, hardware, and shoes remained well above 1942 levels throughout the 
year but showed a slight drop during December. Production on the whole rose 
during the year but there were some important shifts in details. Ship-building 
and other war production on the whole more than accounted for decreases in 
other lines. Total employment, however, declined slightly for the year, largely 
because of the military draft. Building construction was the hardest-hit activity 
of major consequence. In the 26 largest cities it dropped 62.8 per cent from 
that of 1942. 
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Total manufacturing was probably well above that for 1942 but much of the 
data is not available. The indices show the effects of the war shortages and 
frictions but we do not have figures for such offsetting activities as ship-building, 
airplane-parts construction, machine parts, etc. One of the bright spots in the 
industrial picture has been in the tobacco industry, especially in cigarette pro- 
duction. This has risen continuously during the year with December being 
within one point of the year’s best level. The furniture industry has had to deal 
with both labor shortages and material shortages and while some of its decline 
in production has been offset by the manufacture of airplane parts, containers, 
etc., the total volume of business has probably declined appreciably. The con- 
version problem has also been of real consequence to this group, as well as the 
impossibility of getting new machinery and parts. The cotton textile industry 
has had its troubles also. The indices for both daily cotton consumption and 
total cotton consumption declined during the latter part of the year. The total 
for 1943 was about 111,000 bales, or approximately 4 per cent less than for 1942. 


* * * * * 


Despite bad weather for some of the crops, labor shortages, equipment short- 
ages, and other dislocations the farmers of North Carolina did an excellent job 
during 1943. While final production did not come quite up to expectations, on 
the whole the results were quite gratifying. Final figures for cash farm-income 
are not available at this time but for the first ten months it was up $17,167,000 
over that of 1942. There was actually a decline in crop marketings from $295,- 
823,000 to $293,303,000 but livestock marketings increased from $56,235,000 to 
$75,932,000. The total value of North Carolina farm crops for the two years 
is as follows: for 1943—$492,995,000 and for 1942—$466,647,000. These are 
final figures while the cash farm income figures are for only the first ten months 
of each year. Probably there will be some discrepancy between final marketing 
data and the estimated value of the total crops given above. There has been a 
noticeable change in activity from non-food-and-feed crops to the food-and-feed 
crops. The value of the corn crop increased $21,145,000; other grain crops 
showed increases with the exception of wheat; Irish potatoes increased $6,765,000, 
sweet potatoes increased $6,024,000, hay crop increased $9,680,000 and fruit 
crops increased $334,000. ‘To compare with these increases the value of cotton 
lint dropped $9,458,000 and tobacco decreased $2,449,000. Some of these differ- 
ences are accounted for by uneven price increases but quantity-produced indices 
showed the same tendencies as the value indices. 

Total employment in August of 1943 was 743,000 for non-agricultural employ- 
ment. This represents a decrease of about 12,000 from September of 1942. 
Indices derived from data from 1,696 reporting industrial establishments indicate 
that the prevailing wage averaged 64.6 cents for manufacturing enterprises and 
49.2 cents for mercantile and service industries with an overall average of 63.8 
cents per hour. Average weekly earnings were $26.74 in manufacturing and 
$19.37 in the mercantile industries and services, with an average of $26.33 for 
all non-agricultural activities. 

The State Labor Department reports a busy year during 1943. In the admin- 
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istration of State Labor Laws relating to Maximum Hours, Child Labor, and 
Safety and Health regulations the department made 6,793 inspections. The 
State Labor Department also has an agreement to administer the Wage and Hour 
Law and the Public Contracts Act in the state. They made 2,240 inspections 
under these acts and secured restitution payments of $210,000 to 7,660 employees 
by 500 firms. The department rendered conciliation services in 167 situations 
involving 47 work-stoppages by 33,000 employees. Most of the work-stoppages 
were of short duration and had little effect on the continuous flow of war mate- 
rials to the armed forces. During 1943 work permits were issued to 57,405 
children below the age of 18. This was an increase of 21,986 over 1942 which 
showed 35,419 permits issued. Women in industry reached a total of 106,543, 
or 42 per cent, out of 252,595 employees of the reporting firms. Women con- 
stituted over half the employees in flat knit goods, seamless hosiery, full-fashioned 
hosiery and paper-box manufactures. 


* * * * * 


State revenues continued to increase during the first half-year of 1943 despite 
the fact that the state has accumulated large surpluses during the last two fiscal 
years. Comparable figures for the first half of the 1943-44 and the first half 
of the 1942-43 fiscal years show that there has been a net increase in revenues 
of $1,252,718.70. This is made up of an increase of $1,613,839.90 for the Reve- 
nue Division and a decrease of $361,121.20 for the Gasoline Division. The total 
is an increase of 3.47 per cent for this period. The Department of Motor Ve- 
hicles had an increase in its collections of $992,465.22 or 26.64 per cent for the 
period under consideration. The actual collections were as follows: 


North Carolina State College, T. W. Woop 


University of North Carolina 
SOUTH CAROLINA 


Business activity continues to increase in South Carolina. Bank debits to 
individual accounts of member banks in the state were 8 per cent higher during 
the first 11 months of 1943 than during the corresponding period a year earlier. 

The total value of products manufactured by industries during the year 1942- 
43 was $1,062,403,000, as compared with $855,676,000 the previous year. Total 
wages (not including salaried employees) was $208,195,000, as compared with 
$166,307,000 the previous year. The higher value of industrial production was 
partly the result of higher prices. The increase in total wages was the result of 
higher wage rates, longer hours, and more nearly complete employment. The 
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average number of days operated by all industries increased from 265 days to 
268 days. The number of bales of cotton spun increased from 2,131,000 bales 
in 1941-42 to 2,194,000 bales in 1942-43. The total value of capital invested 
by all manufacturing industry in South Carolina was $523,617,000 in 1942-43, 
as compared with $450,462,000 in 1941-42. Capital invested in textile industry 
accounted for about half of the total capital investment in the state. 

The production of most agricultural crops in 1943 compared favorably with 
that of previous years. Lower yields, where harvested, were for the most part 
offset by higher prices and the total value of all crops, according to estimates of 
the Bureau of Agricultural Economics, was up 17 per cent from 1942, the highest 
since 1919. The cotton crop of 695,000 bales was 4,000 bales less than the 1942 
production. The price, however, was somewhat better and the crop had a value 
of $71,585,000, as compared with $68,904,000 a year earlier. A total of 87,- 
400,000 pounds of tobacco was harvested, as compared with 96,750,000 pounds 
a year earlier, but higher prices received offset to some extent the lower yields. 
The 1943 crop had a value of about $33,999,000, while the 1942 crop had a value 
of $35,798,000. Corn yields were the highest in 23 years, a fact which was 
fortunate in face of the increased numbers of livestock and higher prices for . 
feed. Peanuts totalled 46,800,000 pounds, by far the largest production in 
history, and had a value of $3,510,000. A record sweet potato crop was also 
produced, with an estimated value of $12,528,000. Returns from truck crops 
were the highest on record. The greatest disappointment was in the case of 
peaches. , Because of the extremely adverse weather conditions in the spring, the 
peach crop was almost a complete failure. What few peaches there were to sell, 
however, brought record high prices. 

Higher incomes received in South Carolina during the last two years have 
been reflected in the state’s financial condition. The Comptroller-General’s 
report as of June 30, 1943, showed a cash balance of $5,084,000, while the pre- 
vious year’s surplus was $4,315,000. Collections by the South Carolina Tax 
Commission for the fiscal year ending June 30, 1943, totalled $41,736,269, as 
compared with $40,273,125 a year earlier. Income-tax collections increased 
from $8,521,140 to $12,471,614, while collections from gasoline tax decreased 
from $16,043,393 to $11,308,998. The forced reduction in consumption by 
civilians was responsible for the decrease in funds obtained from the gasoline tax. 

Taxes collected by the South Carolina Insurance Department increased from 
$1,242,157 in 1941-42, to $1,279,805 in 1942-43. The collections of the Insur- 
ance Department reflect the increase in the volume of insurance written. This 
increase in collections of $37,648, while small, is significant when it is recognized 
that there has been a decrease in automobile coverage and a large volume of 
the insurance issued by the Federal Government on the lives of young men in 
service, in normal times, would have been written by insurance companies. 
A total of $1,009,260,395 of life insurance was in force in South Carolina in 
1942, as compared with $594,363,523 in 1932, or an increase of 70 per cent in 
10 years. 

The tax collections by the Federal Government in South Carolina during the 
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fiscal year 1942-43 totalled $105,673,821, as compared with $47,904,388 for the 
previous fiscal year. This increase in Federal revenue collected is the result of 
increased earnings, lower exemptions, higher rates, and the addition of new 
Federal taxes. Employers in South Carolina covered by the South Carolina 
Unemployment Compensation law paid $6,242,513 in contributions to the job- 
insurance trust fund in 1943, a decline of $76,821, or 1.2 per cent under the con- 
tributions of the previous year. The decline resulted mainly from two factors, 
the closing out of a number of employer’s accounts because of economic changes 
incident to the war, and a decline in average contribution rate from 2.03 per cent 
of wages in 1942, to 1.83 per cent in 1943 (each employer’s rate is fixed annually 
on the basis of his employment “experience”’). The 1943 contributions increased 
the unemployment trust fund (set aside in interest-bearing securities exclusively 
for paying job-insurance benefits) to $27,264,933 on December 31, 1943, an 
increase of $6,099,404 over what it was 12 months earlier. Improved employ- 
ment conditions are reflected in the fact that total payments to claimants 
amounted to only $566,700, in contrast to payments amounting to $1,857,315 
in the previous year. 

South Carolina, like most southern states, generally has a surplus of labor. 
The demands of the armed forces and defense plants have absorbed this surplus 
and an actual shortage of experienced labor now exists, in both agriculture and 
industry. Placements by the U. 8. Unemployment Service in non-agricultural 
employment decreased from 81,269 in 1941 to 72,915 in 1943, the reason being 
that there were fewer people who could not readily find work without assistance. 
The South Carolina legislature and the Board of Education unanimously ap- 
proved the addition of another year’s study in public schools. The offering of 
12 grades instead of 11 will increase the cost of public education by approxi- 
mately $500,000 a year, it is estimated. The full significance of the increased 
cost will probably not reach its maximum until about 1948. A new schedule of 
certifying teachers is also being put into effect. 

Farm Credit Administration of Columbia, S. C. GLENN R. Smita 


VIRGINIA 


Data available after the first of this year indicate a slightly downward trend 
in Virginia business activity during most of 1948. Despite new record high 
figures in tobacco manufacturing (10 per cent above 1942), electric power con- 
sumption (13 per cent above 1942), bank debits (22 per cent above 1942), and 
retail sales (18 per cent above 1942), a decline occurred in the production of shoes, 
clothing, cotton goods, furniture, hosiery, lumber, rayon, and some less important 
products. The value of construction dropped 42 per cent below 1942. Ship- 
building, the largest industry in the state, maintained production at approximate 
capacity throughout the year. In December 1943 there were 173,000 manu- 
facturing employees in Virginia, compared with 226,000 in December 1942 and 
with a peak employment of 236,000 in September 1942. Employees in Virginia 
nonagricultural establishments numbered 685,000 in December 1943, a decline 
of almost a hundred thousand from the peak employment of 781,000 in Decem- 
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ber 1942. Employees of Federal, state, and local governments in Virginia 
increased to about 200,000 in 1943. 

Agricultural conditions last year were unfavorable for growing but favor- 
able for harvesting. Virginia farmers harvested 3,905,000 acres of crops in 
1943, about 1 per cent more than in 1942. Adverse growing conditions, how- 
ever, especially widespread drouth, caused a decline in production of important 
crops ranging from 5 per cent to 11 per cent. Higher prices, on the other hand, 
resulted in a total value of production of 205 million dollars for the principal 
crops, an increase of 16 per cent over the 1942 value of 176 million dollars. 
Ranked in order of value of production, the principal crops were corn ($49 
million), tobacco ($43 million), hay ($31 million), peanuts ($14 million), potatoes 
($13 million), apples ($12 million), and wheat ($9 million). 

The Bureau of the Census estimated the population of Virginia on Novem- 
ber 1, 1943 at 2,769,828, an increase of 4.8 per cent since April 1940. All cities 
in the state, except four, have gained in population up to 54 per cent, and all 
rural counties have sustained losses up to 23 per cent. 

In a series of cases involving the Workmen’s Compensation Law, the Supreme 

- Court of Appeals of Virginia rendered several decisions on January 24, 1944, 
which broadened the interpretation of an accident and placed greater empha- 
sis on the injurious results. The effect will be a liberalization of the law’s 
application. 

University of Richmond Grorce M. Mop.iin 


PERSONNEL NOTES 


The 1944 Nominating Committee for new officers of the Southern Economic 
Association has been appointed by President Hyde and consists of Dean James B. 
Trant of Louisiana University (Chairman), Dean Robert H. Tucker of Washing- 
ton and Lee University, and Dr. Malcolm H. Bryan of the Federal Reserve Bank 
of Atlanta. 

The membership of the Association is invited to suggest their preferences for 
the several offices. These suggestions should be in the hands of the Chairman of 
the Committee not later than August 1. 


* * * * * 


Lloyd C. Alkema, instructor of business administration at the Emory Uni- 
versity Business School, has resigned and will enter business at Ogden, Utah. 


* * * * * 


Paul Barnett, professor of statistics and associate director of the Bureau of 
Research at the School of Business Administration, University of Tennessee, 
died on January 9, 1944. 


* * * * * 


H. M. Douty, formerly with the Wage and Hour Division of the Department 
of Labor, Washington, has accepted a position as Chief of Administrative Studies 
Division, National War Labor Board. 


* * * * * 


Roland B. Eutsler, professor of economics and insurance in the College of 
Business Administration of the University of Florida, has been appointed con- 
sultant to the State Planning Board in carrying out studies of the organization 
and administration of the state government of Florida. The studies are being 
made by the State Planning Board at the request of the Interim Legislative 
Committee on Efficiency and Economy of the 1943 Legislature. 


* * * * * 


Edward E. Garrison has returned to his position in the Department of Mar- 
keting at the University of Tennessee following a one-year leave of absence for 
graduate study at Ohio State University. 


* * * * * 


Dr. C. E. Landon, assistant professor of economics at Duke University, will 
be on leave of absence beginning March 1, to work with the Board of Investiga- 
tion and Research in Washington, D. C. 


* * * * * 


Walter J. Matherly, dean of the College of Business Administration of the 
University of Florida, has been elected chairman of the Board of Directors of 
the Jacksonville branch of the Federal Reserve Bank of Atlanta for the year 1944. 
He is also serving as consultant to the Hillsborough County Economic Develop- 
ment Committee. 
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Francis E. McVey has been appointed as a graduate feliow in agricultural 
economics at North Carolina State College. The General Education Board has 
awarded him a research scholarship. 


* * * * * 


Mr. Bruno R. Neumann, until recently Senior Economist with the Planning 
Division of the War Production Board, has joined the National Foremen’s Insti- 
tute, Inc., Deep River, Connecticut, as Labor Economist and Editorial Director. 
He will make his headquerters at the company’s editorial office, 527 Fifth Avenue, 
New York, N. Y. Mr. Neumann will head up the Institute’s research and con- 
sulting service on labor economics and labor relations. The Foreman’s Letter 
and the Executive’s Labor Letter will be under his editorial direction. Prior to 
his service with the War Production Board, Mr. Neumann was a member of the 
economic research staff of the National Association of Manufacturers. His 
experience abroad includes intimate familiarity with economic and labor relations 
problems in Great Britain and other European countries as well as the United 
States. 


* * * * * 


Clyde William Phelps, head of the Department of Economics of the Univer- 
sity of Chattanooga, was recently elected a director of the American Marketing 
Association. 

* * x * * 

Dr. Herman P. Thomas of the University of Richmond has recently been 

promoted from associate professor to professor of economics. 


* * * * * 


Index for Vol. X will be included in July issue. 
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